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Preface to 
First Edition 


As students in the lulu 1950s and early 1900s, we were taught to look at interna¬ 
tional polities through "realist" glasses, which emphasized the ever-present 
possibility of war among sovereign states. As our earlier work indicates, we 
soon became uneasy about this one-sided view of reality, particularly about its 
inadequate analysis of economic integration and of the roles played by formal 
and informal international institutions. Our collaboration began in 1908 when, 
as new members of the board of editors of International Organization, we 
decided to edit a special issue of that journal to criticize traditional views of 
world polities and to demonstrate the relevance of international organization 
broadly conceived. 1 

We decided to write the present book, after Transnational Relations and 
World Politics wns published in the summer of 1971, for two main reasons. 
Although in that volume we had,pointed out significant problems with realist 
theory, particularly in the area of international political economy, we had not 
provided an alternative theory. We still needed to fit transnational relations 
into a larger framework of world politics if we were to complete the analytical 
task we had begun. From a policy standpoint, we thought that s ignificant im- 
■" American policy on issues invo lving transnation alTelations and' 
international organizations were unlikely unless the premises of policy were 
ch ange d-We believed that many of the failures of American foreign policy in 

1 International Organization 25, no. 3 (Summer 1971); later published as Transnational Relations 
and World Politics (Cambridge, Mass.: Harvard University Press, 1972). 
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these areas had their roots in the limitations of realist assumptions. For both 
analytical and policy reasons, therefore, wo sought to write a hook that would 
put into a brodder context the classic realist ahalysis that I Ians Morgenthau's 
Politics Anioti'g Nations, among other works, had bcqiibnlhcd to the current 
generation.’ 

Oiir analytical and policy concerns help to explain (lie orionlution of this 
book. Qtlr central-p olicy concern had to do with American foreign policy, but 
the book's focii.s.is completely different from that of most hooks and articles on 
this subject. B ecause we are concerned with the premises of policy, our major 
emphasis is on jhe_cbahgingjiature of the international system and how to 
un derst ahd.it Only in tbe last chapter do we draw lessons for foreign policy. 
Our two coUntry-oriented case studies, however, are focused on the United 
States. Yet throughout the book, our emphasis is on theory. The cases were 
selected for their potential significance for theory as much as for their intrinsic 
policy importance. Since the United States is the most important actor in the 


systeht, oiir focus on American actions can be justified on theoretical as well as 
policy grounds. In addition, each of out- major cases is examined over at least a 
fifty-year period to help Us Understand underlying forces of stability and 


change. Our method is hot simply historical; we havo analyzed the cases ac¬ 
cording to a theoretical and Comparative scheme that we elaborate in chapters 
1-3. This approach bears some resemblance to what our teacher Stanley Hoff¬ 
mann called "historical sociology” over a decade ago. 8 We try to quantify what 
k / we can, bUt we stress theory over method and Understanding the premises of 
^//iiollcy over charting a detailed Course of action. 

In this book We try Id Understand world politics by developing explanations 
• at the l flYel of-thaihiefriatlonal system. This does not mean that we regard the 
domestic politics of foreign policy as Unimportant. Quite the Contrary. Foreign 
j^plicy and domestic policy, as we repeatedly emphasize, are becoming increas¬ 
ingly difficult to disentangle. Nevertheless, the complex relations between for- 
elgi^and domestic policy make it essential to know how much one can explain 
purely on the basis of information about the international system. In this sense, 
we trjt to discover what cannot be explained on the basis of international fac¬ 
tors, as Well as what can be sO explained. Thus, although comparative foreign 


8 Soitie of our thoughts on the subject of this book havo appeared in earlier articles, but they have 
been so greatly altered in form and content that only a few fragments remain in the present 
volume. For these we acknowledge permission from the University of Wisconsin Press to draw 
from the following arUcles: C. Fred Bergsten, R. Keohane, and J. Nye, "International Economics 
and International Politics; A Framework for Analysis,” International Organization 29, no. 1 (Win¬ 
ter 1975); R. Keohane and J. Nye, "Introduction: The Complex Politics of Canadlan-American 
Interdependence," International Organization 28, no. 2 (Autumn 1974); j. Nye, "Transnational 
Relations and Interstate Conflicts: An Empirical Analysis," International Organization 28, no. 4 
(Autumn i974). 

* Stanley Hoffmann, ed., Contemporary Theory in International Relations (Englewood Cliffs, N.J.: 
Prentice-Hali, 1960). 
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policy Is not the subject of this book, wc hope that students of comparative 
foreign policy will (ind our analysis useful—if only ns n starting point for their 
attempts to explain patterns of national action. 

Wc do not claim that our explanations of change ahd stability in World poll- 
lies are the only ones llml could be developed for this purpose, even at the 
international level. Wc have not, for example, included a Marxist formulation. 
Many Marxists adopt what wc call un overall structure approach, although 
unlike realists, they nceopt a class theory of the foreign policy process. Some 
Marxists, however, focus on direct relations among capitalists: in these formu¬ 
lations, multinational corporations are important in their own right as political 
actors. 4 Yet, as far as we could determine, there is not a generally accepted and 
clearly articulated Marxist theory of international regime change. We are nei¬ 
ther sympathetic enough with the Marxist perspective, nor learned enough in 
its subtleties, to develop a Marxist model of our own. It is to be hoped that 
Marxists will develop models of international regime change to compete with 
or complement our own. 

Friends have often asked us how we have managed to collaborate so inten¬ 
sively over such n long period of time. The short answer Is by swallowing our 
pride while we loro apart citcli other’s chapters. Although collaboration 
Invokes occasional frustration, it produces the keen intellectual pleasure of 
rapid response and exploration of Ideas. By and large, we have enjoyed the 
process. The theoretical chapters have gone through so many drafts that it is 
virtually impossible to identify the source of particular ideas, Keohane took 
pri mary r esponsibility for th e case studies on money and Aust ralia; Nye, for 
oceans and Canada, liven hero, however, the Initial division of Idbor does not 
accurately reflect the equality of our contributions to the final version. 

Our transcontinental collaboration would not have been possible without 
the support of a Ford Foundation grant. In addition, over the last five years, 
financial help was provided to Nye by the Rockefeller Foundation and to Kco- 
linne by tbe University Consortium for World Order Studies, the Johnson 

' ’tills statement certainly nppllos to much of the literature on "International dependency,'' which 
focuses on relations between developed and underdeveloped countries (but which is by no means 
exclusively Marxist in elmrnctcr). Apart from tills dependency literature, explorations of tills theme 
from n Marxist point of view can bo found in Stephen Hymer, "The Internationalization of Capi¬ 
tal," Journal of Economic Issues (March 1972); and Ernest Mandel, Europe os. American Contra¬ 
dictions of Imperialism (Now York: Monthly Review Press. 1970), especially chapters 1-0. pp. 7- 
07. In the literature on dependency, tho following are notable: Stephen Hymer, "The Multi¬ 
national Corporation and the Law of Uneven Development." in Jagdish Bhagwati '(ed.) Economics 
and World Order from the 1970s to the 1 990s (New York: Tho Free Press, 1972), pp. U3-M0; 
Johan Caltung, "A Structural Theory of Imperialism,” journal of Peace Research (1972): 81-117; 
Osvaldo Sunkcl, "Transnational Capitalism and National Disintegration in Latin America," Social 
and Economic Studies (University of West Indies) 22, no. 1 (March 1973): 132-176; and Roberi it. 
Kaufman et al., “A Preliminary Test of the Theory of Dopeitdency,” Comparative Politics (April 
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Foundation, and the Stanford University Center for Research in International 
Studies. Nye is also grateful to Carleton University in Ottawa and to the Royal 
Institute of International Affairs in London and its staff. We are both grateful to 
the Harvard Center for International Affairs and its two directors, Robert II. 
Bowie and Raymond Vernon, tireless and enormously supportive critics, with¬ 
out whose help it is hard to imagine this book. It is nlso hard to imagine this 
book without the comments we received from so many critics and friends (the 
two categories are not mutually exclusive I). We particularly wish to thunk 
Graham Allison, Jonathan Aronson, Robert Art, Francis Bator, Don Caldwell, 
Stephen Cohen, Jorge Domingufez, Linda Calm, Dan Fine, Alexander George, 
Robert Gilpin, Crauford Goodwin, Ernst Haas, Roger llanscn, Jeff Hart, 
Barbara Haskell, Fred Ilirsch, Stanley Ilbffmunn, Cavan I logue, Ann Hollick, 
Ray Hopkins, Peter Jacobsohn, Robert Jervis, John Q. Johnson, Peter Kaizen- 
stein, James Keeley, Janet Kelly, Peter Keneii, Nannerl Kcohane, Charles 
Kindleberger, Stephen Rrasrier, James Kurth, David Laitln, Peter Lange, 
Charles Lipson, Peytoh Lyon, Rachel McCulloch, Michael Mandelbaum, Ed¬ 
ward Miles, Theodore Moran, John Odell, Van Doom Ooms, Rob Paarlberg, 
Wynne Plumptre, Richard Rosecrance, John Ruggio, Robert Russell, Philippe 
Schmitter, Ian Smart, Louis Sohn, Susan Strange, Harrison Wugncr, and Dan 
Yergin. Ava Feiner, Robert Pastor, Debra Miller, Alison Young, Kenneth Oye, 
and Constance Smith greatly helped our research on the case studies. Numer- 
bus oilicials of the American, Australian, and Canadian governments gave 
/ generously of their time in interviews. Emily Ilallin supervised the reproduce 
// tion and transmission of innumerable drafts at the Stanford end of this trans¬ 
continental relationship. Beverly Davenport, Ainy Gazin, and Amy Contrada 
ably managed the typing of the manuscript and administrative chores at Har¬ 
vard. The contributions of Nannerl Keohane and Molly Nye would require 
Another book, not a mere preface, to recount. 

Flo author is an island. We gladly toll our bell of thanks. 
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Preface to 
Second Edition 


Theorists of international relations suffer from being too close to the events 
they discuss. When we wrote Power and Interdependence in the mid-1970s, 
dramatic changes were taking place in world politics. By the beginning of the 
decade the Vietnam War had become highly unpopular In the United Slates, 
and detente seemed to have reduced the importance of the U.S.-Soviet nuclear 
competition. At the same time, international trade was growing more rapidly 
Ilian world product; transnational corporations were playing dramatic political 
roles; and from 197) on the international monetary system was in ilux. Mean¬ 
while, the relative economic predominance of the United States was declining 
as the European and Japanese economies grew at more rapid rates. President 
Nixon and Secretary of State Kissinger spoke of the development of a live- 
power world, and futurologists such as Herman Kahn predicted the imminent 
arrival of a multipolar international system. 1 

On top of this came the oil crisis of 1973, in which some very weak states 
extracted enormous resources from the strong. Hans Morgenthau wrote of 
what lie called an unprecedented divorce between military and economic 
power based on the control of raw materials. 2 The vulnerability of Western 
societies at a period of high commodity prices encouraged many less developed 
countries to believe that a greater transformation of power had occurred than 

I Herman Knlm nml B. Brucc-IJriggs, Things In Conte (New York: Macmillan, 1972). 

I I Inns J. Morgcnthnu, "T he New Diplomacy of Movement," Encounter (August 1974): 5(1. 
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was actually the case. Many theorists reflected on these concerns. A represent¬ 
ative view among the modernist writers of the 1970s was that: 



The forces now ascendant appear to he leaning Inward a global society without a 
dominant structure of cooperation and conllicl—a ptilt/arehtj In which nation-states, 
subnational groups, and transnational special interests and cinninunities would all lie 
vying for the support and loyally of individuals, and conflicts would have to lie resolved 
primarily on the basis of ad line bargaining in a shifting context of power relationships.' 1 



By the late 1970s the mood began to change, both in the United States and in 
the United Nations. The United States Government became more concerned 
about Soviet policy, and less sensitive to the policies and complaints of gov¬ 
ernments of less developed countries. The experience of the Carter administra¬ 
tion illustrates this point. While campaigning in 1970, Jimmy Carter promised 
to reduce the defense budget, but by 1980 he was closer to Ronald Reagan’s 
positloH than to his own previous view, Reagan’s election accentuated these 
trends. American policy focused on East-West confrontation and scaled down 
North-South issues and the role of multilateral Institutions. The defense budget 
Increased in real terms for live straight years, and the United States was more 
willing to use military force (albeit against extremely weak states such as Gre¬ 
nada and Libya). Arms control was downgraded and the modernization of 
nuclear forces was intended io restore an "edge” for additional utility of mili- 
' tary force. This shifting agenda was accompanied by a resurgence of realist 
, analysis, for history seemed to have vindicated the realist model. 

Just as some analysts in the 1970s overstated the ohsolecence of the nation 
state, the decline of force, and the irrelevance of security concerns, others in 
the early 1980s unduly neglected the role of transnational actors and economic 
^Interdependence. Contrary to the tone of much political rhetoric and some 
political analysis, however, the 1980s did not represent a return to the world of 
tne 1950s. just as the decline of American power was exaggerated in the 1970s, 
so\^as the restoration of American power exaggerated in the 1980s. Looking 
carefully at military and economic indices of power resources, one notes that 
there was far more change in psychology and mood than in true indicators of 
power resources. The diffusion of power continued as measured by shares in 
world trade or world product. Economic interdependence as measured by 
vulnerability to supply shocks eased in a period of slack commodity markets 
(but it could change if markets tighten again and growth of economic transac¬ 
tions continues). Sensitivity to exchange-rate fluctuations remained high. The 
costs of the great powers’ use of force remained higher than in the 1950s. 
Moreover, despite rhetoric, the relations between the superpowers did not 
show a return to the Cold War period. Not only were alliances looser, but 


" Scyom Brown, New Forces hi World Politics (Washington: Brookings Institution, 1974), p. 180, 
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transactions were higher and the relations between the superpowers reflected 
a fair degree of learning In tho nuclear nrea. 4 In our view, therefore, the analy¬ 
sis that we pul forward in Power and Interdependence has not been rendered 
Irrelevant by events. The reai questions are not about obsolescence, but about 
analytical cogency. 

In a sense, tho 1970s and 1980s were merely the latest instance ofa recurring 
dialectic between the two main strands in what has been called the "classical 
tradition" of international-relations theory. Realism has been the dominant 
strand." The second strand is the "liberal" or “Grotian tradition," which tends 
to stress the impact of domestic and international society, interdependence, 
and international institutions. In their simplest forms, liberal theories have 
been easily discredited. The proposition that gains from commercial transac¬ 
tions would overcome the problems Inherent in the security dilemma and make 
war too expensive was belied in 1914. Hopes that a system of international law 
and organization could provide collective security to replace the need for self- 
help inherent in the security dilemma were disappointed by 1939. Nonethe¬ 
less, the sharp opposition between realist and liberal theories is overstated. In 
fact, the two approaches can be complementary. Sophisticated versions of lib¬ 
eral theory address the way interactions among states and the development of 
International norms can interact with the domestic politics of the states in an 
International system to transform how those states deflne their interests. 
Transnational as well as interstate interactions and norms lead to new defini¬ 
tions of interests as well as new coalition possibilities for different interests 
within states. 

Po wer and Interd ependence so ught to explain the patterns of change that 
weobserved during the early to mid-1570s by integratfrig aspects of the realist 
v and liberal tr aditions. T hus our core argument in Chapter 1, that asymme trical 
interdependence can be a source of power, links the liberal stress on in- ' 
terdepcndence with the realist'focus on power. Yet as we notecTin our Preface” 
to the first edition, we were taught as students to see the world through "real¬ 
ist” glasses, and our book reflected our struggle to see a more complex vision. 
Thus, realism bore the brunt of our critique, and our quarrels with aspects of 
liberalism were subdued. As a .result of our rhetorical barbs at realism, our 
approach is sometimes labeled simply as "liberal." Yet this characterization of 
Power and Interdependence is highly misleading, since we stressed the impor¬ 
tance of governments’ wielding of power in pursuit of their conceptions of 
self-interest, and we declared in Chapter 1 that "military power dominates 


4 Joseph S. Nyc, Jr., "Nuclear Lcnrning and U.S.-Soviet Security Regimes," International Organ!- 
zatian (Summer 1987). 

* J* H °kN» Mfl Dividing Discipline: Hegemony and Diversity in International Theory (Boston: 
Allen & Unwin, 1985). 
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economic power in the sense that economic means alone are likely to be inef¬ 
fective against the serioils use of military force” (p. 16). 

We have quite a bit to say, after more than a decade, both about how com¬ 
mentators construed or misconstrued'our work, and about our own'shifts in 
perspective. We boUld have changed the text of our book, but this would not 
hrive enabled tis to respond to our critics, and it would have concealed our own 
amendments, shifts in point of view, and second thoughts. We could have 
written a iorig Preface—indeed, we drafted one—but our astute editor pointed 
but that this would encumber the reader unacquainted with our book with 
commentary before lie or she had read the original text. In this edition we have 
therefore left the original text as it was written and have ndded only a brief hew 
Preface. We have* however, added an Afterword, which provides a fuller 
dlscdssloh' of how we See bur work, as contrasted with the perspective of 
COriinientators. 9 

In Chapte r 8 of Power andjMefJ^endence we drew some implications 
from OUr analysis for policy. In our view, many of our judgments remain 
’ valid—for instarice, we argUed that reducing the United States’ vulnerability 
to external shocks could he part of a strategy bf policy coordination and interna¬ 
tional leadership. Btiildirig an American oil stockpile and taking the lead in the 
international Energy Agehcy have indeed been the two key components of the 
successful international ehergy policy which has helped to transform intetna- 
/ tiohal briergy politics since the 1970s. Furthermore, they have heeii, as we 
suggested, complementary, rather than alternative, policies. We also argued 
^ for effective international policy coordination on ecological issues—as lovers of 
wild lands ive could hot ignore this dimension of global politics—but suggested 
\ that cooperation ori sUch issues would be difficult. In general, we called for 
“international surveillance and collective leadership” (p. 232), which we Still 
believe to be crucial if Urgent world problems are to he addressed. 

These prescriptions, however valid, were mostly quite general. In 1985 we 
sought td make thore specific recommendations. Using not only the analysis of 
Power and Interdependence but also that of subsequent work on international 
regimes. The article that we produced, "Two Cheers for Multilateralism,” is 
reprinted from Foreign Policy at the end of this volume, following the 
Afterword. 

In the eleven years since we completed Power and Interdependence, our 
professional paths have diverged and then converged again. Robert O. Keo- 
hane has concentrated ori interpreting patterns of international cooperation 
and disebrd in light of sdciril science theory; Joseph S. Nye has served in gov¬ 
ernment arid published Works ori nuclear deterrence, ethics and international 


a Most of ike Afterword appeared as an article entitled "Power and Interdependence Revisited,’ 
fiublished In International Organization 42, no. 4 (Autumn 1987): 725-753. 
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relations, and U.S.-Soviet relations. Since 1985 we have been colleagues at )■- 
Harvard University, giving us the opportunity to discuss analytical and policy 
issues intensively again, both in seminars and in personal conversations. We IP 
have gained enormously from our intellectual companionship and deeply satis- 
fying personal friendship, which now extend over twenty years. If our readers 
also benefit, we will be doubly pleased. t- 
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Chapter 1 


INTERDEPENDENCE IN 
WORLD POLITICS 


We live in an era of interdependence. This vague phrase expresses a 
poorly understood lmt widespread feeling that the very nnturs of world 
politics is changing. The power cf nations —that age-old touchstone of 
analysts and statesmen — has become more elusive: "calculations of power 
arc even more delicate and deceptive than in previous ages.” 1 Henry 
Kissinger, though deeply rooted in the classical tradition, has stated that 
“the traditional agenda of international affairs — the balance among major 
powers, the security of nations — no longer defines our perils or our possi¬ 
bilities. . . . Now we arc entering a new era. Old international patterns 
aio ci umbhngj old slogans arc uninstruclivc; old solutions are unavailing. 
I he world has become interdependent in economics, in communications, 
in human aspirations." 2 " . 

How piofound are the changes? A modernist school sees telecommunica¬ 
tions and jet travel as creating a “global village” and believes that bur¬ 
geoning social and ecoiioimc transactions are creating a “world without 
borders. ;l To greater or lesser extent, a number of scholars sec our era as 
one in which the territorial state, which lias been dominant in world poli¬ 
tics for the four centuries since feudal times ended, is being eclipsed by 
nonterritorial actors such as multinational corporations, transnational social 
movements, and international organizations. As one economist put it, “the 
state is about through as an economic unit.” 4 

Traditionalists call these assertions unfounded “globaloney.”! They point 
to the continuity in world politics. Military interdependence has always 
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existed, and military power is still important In world politics — witness 
nuclear deterrence; the Vietnam, Middle East, nnd Indiu-Pukistun wars; 
and Soviet Influence in Eastern Europe or Ainerlciln Influence In the 
Caribbean. Moreover, as the Soviet Union 1ms shown, authoritarian states 
can, to a considerable extent, control telecommunications and social trans¬ 
actions that they consider disruptive. Even poor and weak countries have 
been able to nationalize multinational corporations, and the prevalence of 
nationalism casts doubt oil the proposition that the nation-state is fading 
away. 

Neither the inodernists hoi 1 the traditionalists have an adequate frame¬ 
work for Understanding the politics.Of global interdependence. 11 . Modernists 
point ftjirecHyJuJho fundamental changes how iakiiig place, hut they 
"ofteii a&ume Without sufficient analysis that advances in technology and 
increases in social and economic transactions will lead to a new world in 
which states, and their cohtrolof force, will no longer be important.” Tra¬ 
ditionalists are adept at showing flaws in the modernist vision by pointing 
oUt how military interdependence continues, blit find it very difficult tic- 
bUrateijTtb'iStirprerfoday’s ’multldlinensicinnl economic, social, nnd eco- 
. logical ittt'efdepSndetice.', . . 

Chif ttiskiiri this hook is not to argue either the modernist of traditionalist 
position. Because bur era is innrkcd by both continuity and change, this 
/ would be fruitless. Bather, our task is to provide a means of distilling and 
' blending the Wisdom in both positions by developing a coherent theoreti- 
cal f ramewo rk for the political analysis of Interdependence. We shall 
develop sevbhii different biit potentially complementary models, or ihtel- 
\ lectUal tools, for grasping the reality of interdependence in contemporary 
- World politics. Equally important, we shall attempt to explore the condi- 
\ tions under which each model will be most likely to produce accurate 
'predictions and satisfactory explahatioas. Contemporary world politics is 
not a seamless web; it is a tapestry bf diverse relationships. In such a 
world, one model cannot explnin all situations. The secret of understanding 
lies' iH khowing Which approach or combination of approaches to use in 
analyzing a situation. There will never be a substitute for careful analysis 
of actual situations. 

Yet theory is inescapable; all empirical or practical analysis rests on it 
Pragmatic policymakers might think that they need pay no more heed tc 
theoretical disputes over the nature of world politics than they pay to 
medieval scholastic disputes over how many angels cati dance oil the head 
of a pin. Academic pens, hoWever, leave marks in the minds of statesmen 
With profound results for policy. Not only are “practical men who believe 
theinseiveS to be quite exempt from tiny intellectual influences” uncon¬ 
scious captives of conceptions created by “some academic scribbler of a 
few years back,” but Increasingly the scribblers have been playing a direct 
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role in forming foreign policy. 7 Inappropriate images and ill-conceived 
pci captions of world politics can lead directly to inappropriate or even 
disastrous national policies. 

Rationale and rationalization, systematic presentation and symbolism, 
become so Intertwined that it is difficult, even for policymakers them¬ 
selves, to disentangle renllty from rhetoric. Tradition ally.classical theori es 
of world politics have portrayed a potential “state of war’Jn which.stntc7s r 
behavior was dominated by the constant danger of mllitary conflict.. Dur¬ 
ing the Cold War, especially the flrsFdecnde'aftef’Worid War II, this 
conception, labeled “political realism” by its proponents, became widely 
accepted by students nnd practitioners of international relations in Europe 
and the United Slates." During the 1900s, mnny otherwise keen observers 
who accepted realist approaches were slow to perceive the development 
of new issues that did not center on military-security concerns." The sanic 
dominant image in the late 1970s or 1980s would be likely to lead to even 
more unrealistic expectations. Yet to exchange it for an equally simple 
view-for Instance, that military force is obsolete and economic interde¬ 
pendence benign — would condemn one to equally grave, though different, 
errors. 

What are the major features of world politics when interdependence, 
particularly economic interdependence, is extensive? " This is one of the 
two major questions we address in this book. In Chapter 2 we explore this 
question in general terms; in Chapter 5 and part of Chapter 7 we investi¬ 
gate it further in four case studies; and Chapter 8 examines the implica¬ 
tions for American foreign policy. To lay the groundwork for these 
analyses, in the rest of this chapter we define what we mean by interde¬ 
pendence, differentiate its major types, and relate them to the concept of 
power, which remains fundamental to the analysis of world politics. 

.Interdepend en ce affects world politics nnd the behavior of states; but 
governmental actions also in fl uence patter ns of int erdepenH enceTB v"creaY- 
ing or accepting procedures, rules, or institutions for certain kinds of 
activity, gove rnments regulate nnd control transnational nnd interstate rela- 
.t!9J2!L We refer hi these governing arrangements ns International regimes. ' 
• The second major question of this book is, How and why do international 
regimes change? Chapter 3 develops a set of explanations for the develop¬ 
ment of international regimes, and their eventual decline. In Chapter 0 wo 
apply these explanations to Issues of oceans and money, and iii Chapter 7 
we Use them to understand some features of Canadian-Amcrican and 
Australian-Ameriean relationships. 

• In The Troubled Partnership (New York: McGraw-Hill for the Connell on Foreign 
ltolations, 1805) llonry A. Kissinger discussed alliance problems with hardly.a reference 
to economic issues, although economic Issues were beginning seriously to divide the 
NATO allies. 
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But interdependence is not simply mi analytical concept. It is also a 
rhetorical dovlce employed by publicists and statesmen. For the statesman, 
eager to increase the number of people marching beneath his banner, 
vague words with broad appeal are useful. For the analyst, such vagueness 
is the path to a swamp of confusion. Before we can construct usable con¬ 
cepts, much less increase our understanding of interdependence and regime 
change, we must clear a way through the rhetorical jungle. Our task is to 
analyze the politics of interdependence, not to celebrate it. 


THE NEW RHETORIC OF INTERDEPENDENCE 


During the Cold War, "national security” was a slogan American political 
leaders used to generate support for their politics. The rhetoric of national 
security justified strategies designed, at considerable cost, to bolster the 
economic, military, and political structure, of the "free world. It also pro¬ 
vided a rationale for international cooperation and support for the United 
Nations, as well as justification for alliances, foreign aid, and extensive 
military involvements. 

National security became th e favorite symbol of the internationalists 
who favor ed incre ased American Involvement in world affairs. The key 
foreign policy coordinating unit in the White House was named the Na¬ 
tional Security Council. The Truman administration used the alleged 
Soviet threat to American security to push the loan to Britain and then 
the Marshall Plan through Congress. The Kennedy administration em¬ 
ployed the security argument to promote the 19G2 Trade Expansion Act. 
Presidents invoked national security to control certain sectoral economic 
interests in Congress, particularly those favoring protectionist trade poll¬ 
's cies. Congressmen who protested adverse economic cHecls on their districts 
\or increased taxes wore assured — and in turn explained to constituents — 
that the "national security interest” roejuirod their sacrifice. At the same 
time, special interests frequently manipulated the symbolism of national 
security for their own purposes, as in the ease of petroleum import quotas, 
promoted particularly by domestic oil producers and their political allies. 10 

National security symbolism was largely a product of the Cold War and 
the severe threat Americans then felt. Its persuasiveness was increased by 
realist analysis, which insisted that national security is the primary na¬ 
tional goal and that in international politics security threats are permanent, 
National security symbolism, and the realist mode of analysis that sup¬ 
ported it, not only epitomized a certain way of reacting to events, but 
helped to Codify a perspective in which some changes, particularly those 
.toward radical regimes in Third World countries, seemed inimical to na¬ 
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tional security, while fundamental changes in the economic relations 
among advanced industrialized countries seemed insignificant. 

A s .*!■- W a r se nse of security t hreat sla ckened, foreign economic 
competition and domesticTdistriljution al conflict increa sed. The intellectual 
ambiguity of national security” became more pronounced as varied and 
often contradictory forms of involvement took shelter under a single rhe¬ 
torical muhrqjla. 11 In his imagery of a world balance of power among five 
major centers (the United States, the Soviet Union, China, Europe, Japan), 
President Nixon tried unsuccessfully to extend traditional realist concepts 
to apply to the economic challenge posed by America’s postwar allies, as 
well as the political and military actions of the Soviet Union and China. 

As the desonptivo accuracy of a view of national security dominated by 
military concerns declined, so did the term’s symbolic power. This decline 
reflected not only the increased ambiguity of the concept, but also Ameri¬ 
can icaction to the Vietnam imbroglio, to the less hostile relationship with 
Russia and China summed up by the word detente, and to the misuse of 
national security rhetoric by President Nixon in the Watergate affair. 
National security had to share its position as the prime symbol in the 
internationalists’ lexicon with interdependence. 

Political leaders often use interdependence rhetoric to p ortray interde-.... 
pcndoncc as a nat ural necessity, ns a fac t to which policy (and d omestic 
irite fest'gronp s) must ad j ust, rather than as ti situation partially c reTtcd bT 
PJjl'^yjfSRif-.-They usually argue that conflicts of interest are reduced by 
interdependence, and that cooperation alone Holds the answer to world 
problems. 

"We are all engaged in a common enterprise. No nation or group of 
nations can gain by pushing beyond the limits that sustain world economic 
growth. No one benefits froni basing progress on tests of strength.” 12 These 
words clearly belong to a statesman intending to limit demands from the 
Third World and influence public attitudes at home, rather than to analyze 
contemporary reality. _Eor those who wish the United. States to retain 
world leadership, interdependence has become part of the new rhetoric, 
to be used against both economic nationalism at home and assertive chal¬ 
lenges abroad. Although the connotations of interdependence rhetoric may 
seem quite different from those of national security symbolism each has 
often been used to legitimize American presidential leadership in world 
affairs. 

Yet interdependence rhetoric and national security symbolism coexist 
only uneasily. In its extreme formulation, the former suggests that conflicts 
of inter est arc passe, whereas the latter atgues that they are, and will rc- 
."w!.". fundamental, and potentially"violeniTthe confusion in knowing 
what analytical models to apply lo world politics (as we noted earlier) is 
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gillsh between two dimensions, sensitiv ity and vulnerabilit y, Se n sitiv ity in-_ 
.volves decrees of responsive ness withiii u policy framework — how quickly 
'do changes in one country bring costly changes in another, and how great 
are the costly effects? It Is measured not merely by the volume of flows 
across borders but also by the costly effects of changes in transactions on 
the societies or. governments. Sensitivity interdependence is created by_ 
in teractions M thin a framework of policies. Sensitivity assumes that the 
framework remains Unchanged, 'flic fact that a set of policies remains 
constant may reflect the difficulty in formulating new policies within a 
short time, or it may reflect a commitment to a certain pattern of domestic 
and international rules. 

An example of sensitivity dependence Is the way the United States, 
Japan, and Western Europe were affected by increased oil prices in 1971 
and again in 1973-74 and 1975. In the absence of new policies, which 
could take many years or decades to implement, the sensitivity of these 
economies was a function of the greater costs of foreign oil and the pro¬ 
portion of petroleum they Imported. The United States was. less sensitive 
than Japan to petroleum price rises, because a smaller proportion of its 
petroleum requirements was accounted for by imports, but ns rapid price 
increases and long lines at gasoline stations showed, the United Stales 
was indeed sensitive to the outside change. Another example of sensitivity 
interdependence is provided by tho international monetary situation prior 
to August 15, 1971. Given the constraints oii policy created by tho rules 
of the International Monetary Fund (IME), European governments were 
sensitive to changes In American monettlry policy, and the United States 
was sensitive to European decisions whether or not to demand the con¬ 
version of dollars into gold. 

x Sensitivity interdependenc e can be..social nr political as well as eco- 
\ nomlc.° For example, there are social “contagion effects,’ such as the 
trivial but rapid spread of the fad of "streaking" from American to Euro¬ 
pean society in 1974, or, more significant, the way in which the develop¬ 
ment of radical student movements during the late 1960s was reinforced 
by knowledge of each other’s activities. The rapid growth of transnational 
communications has enhanced such sensitivity. Television, by vividly 
presenting starvation in South Asia to Europeans and Americans about to 
sit down to their dinners, is almost certain to increase attention to and 
concern about the issue in European and American societies. Sensitivity 
to such an issue may be reflected in demonstrations or other political 

• Since we are referring lo the sensitivity of economies and polities to one another, not 
merely to price sensitivities or interest rate sensitivities ns used by economists, our 
definition builds on, but differs from, that of Richard Cooper, 7 fie Economics of 
• Interdependence (New York: McGraw-Hill, 1968). 
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action, even if no action is taken to alleviate the distress (and no economic 
sensitivity thereby results). 

Using the word interdependence, however, to refer only to sensitivity 
obscures some of the most important political aspects of mutual depen¬ 
dence. • We must also consider what the situation would be if tho frame¬ 
work of policies could lie changed. If more alternatives were available, 
and new and very different policies were possible, what would be the 
costs of adjusting lo U, e outside change? In petroleum, for instance, what 
matters is not only Ihe proportion of one’s needs that is imported but the 
alternatives to imported energy and the costs of pursuing those alterna¬ 
tives. Two countries, each importing 35 percent of their petroleum needs, 
may seeni equally sensitive to price rises; but if one could shift to domes¬ 
tic sources at moderate cost, and the other had no such alternative, die 
second state would be more vulnerable than the first. The vulnerability 
of Interdependence rests on the relative. avaUabllity and costii. 

.oogLoL^iaJilbriintivas that vario us actors face. 

Under the Dretton Woods monetary regime during the late 1960s, both 
the United States and Great Britain were sensitive to decisions by foreign 
speculators or central banks to shift assets out of dollars or sterling, re¬ 
spectively. But the United States was less vulnerable than Britain because 
it had the option (which it exercised in August 1971) of changing the rules 
of the system at what It considered tolerable costs. The underlying capa¬ 
bilities of the United States reduced its vulnerability, and therefore made 
its sensitivity less serious politically. 

In terms of the costs of dep endence, s ensi tivity means liability to costly 
from outs ide befo r e policies ar e nl tered ~to try to change 
the situation, yulnerability can be defined as ail actorTi i'ability to~suffer 
costs_ hnposed bx_exteni al eve nts even a fter policies have~Eeen altered. 
Since it is usually difficult to change policies quickly, immediate elfecls of 

( : xl, ; r .'!. n !.... l :! , i!."K ( ‘ s 8 l, "«™ Il y reflcct...seiMitM^xlepen'a^. 7vidn«r n ldH »5~- 

dop gndenco can be mea sured only by ...the..costlines s of making .effective 
ad juAtruents to a changed environment over a period of time. 

Let us illustrate this-distinction graphically by imagining three countries 
faced simultaneously with an external event that imposes costs on them — 
for example, Hie situation that oil-consuming countries face when pro¬ 
ducers raise prices. L 

Figuie 1.1 indicates the sensitivity of the tliree countries to costs im¬ 
posed by such an outside change. Initially, country A has somewhat 
higher sensitivity to the change than B and much higher sensitivity than 
C. Over time, furthermore, C’s sensitivity falls even without any policy 
changes. This change might be caused by price rises in country C, which 
gradually reduce oil consumption, and therefore reduce imports. The total 
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FIGURE 1.1 Sensitivity of three FIGURE 1.2 Vulnerability of tluce 

countries (assume policies unchanged) countries (assume policy changed) 



sensitivity of each country over the time covered by the graph is repre¬ 
sented by the area under its respective lino.® 

Suppose we now alter this picture by assuming that each country tries 
to change its policies in order to reduce the costs imposed by outside 
actions. In our oil example, this attempt might Involve deciding to incur 
the high domestic costs of rationing or developing expensive internal 
energy sources. The extent of these costs aiid the political willingness toJh 
bear them would be the measure of vulnerability. The vulnerability of a if 
country such ns Japaii is imposed primarily by that country s physical en¬ 
dowments and is virtually inescapable without drastic costs. For other 
countries, such ns the United States, physical vulnerability is not so great, 
but sociopolitical constraints on policy change may cause vulnerability. 

, For instance, American efforts to formulate a new energy policy niter 
\ 1973 were slowed by the lack of domestic consensus on the issue. 

\ in Figure 1.2, depicting vulnerability, we can see that country As 
vulnerability is much less than its sensitivity. A policy change at the 
beginning of the second time period allows that country, by the third 
period, to reduce costs imposed by external change almost to the vanishing 
point. Country A’s diminished vulnerability would reflect an effective 
policy to become actually or potentially self-sufficient in petroleum For 
instance, it might possess new sources of energy that could be develope 
by the government. B and C are less able to alter their situations by 
changing policy, thus remaining vulnerable to costs imposed by outside 
events. 

• Oar example is deliberately simplilied. Among other tilings, tl.e costs of the situation 
■ at later points would, of course, have to be reduced by an appropriate discount rate. 
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The sensitivity dependence of the three countries at the time of the first 
external event is not, therefore, the same as their vulnerability dependence 
at that time. Measures of the immediate effects of changes will not pre¬ 
cisely indicate long-term sensitivities (note that C’s sensitivity declines 
naturally over time), but they are likely to be even less accurate in mea¬ 
suring long-term vulnerabilities, which will depend on political will, gov¬ 
ernmental ability, and resource capabilities. In our example, although 
country A is more sensitive than country B, it is much less vulnerable. 

YillilSfabjlity is .iwticularly import ant for understanding the political 
oQiiterd epen d ence rel ationships. In a sense, it focuses on which 
actors are "the definers of the ceteris paribus clause,” or can set the rules 
of the game. 1 " Vulnerability is clearly more relevant than sensitivity, for 
example, in analyzing the politics of raw materials Such as the supposed 
transformation of power after 1973. All too often, a high percentage of 
imports of a material is taken as ail index of vulnerability, when by itself 
it merely suggests that sensitivity may be high. The key question for 
determining yulnerability..is lrow. effectively altered policies conid br ing 
JuhUieill&suffieLqnt fluanti.Ues.o01ils..oj.incom parable, raw mate rial, and.. 
_ at what cost. The fact that the United States imports approximately 85 
perceiiF of its' bauxite supply does not Indicate American vulnerability 
to actions by bauxite exporters, until we know what it would cost (in time 
ns well ns money) to obtain substitutes. 

Vulnerability applies to sociopolitical as well as politico-economic rela¬ 
tionships. The vulnerability of societies to transnational radical movements 
in the late 1960s depended on their abilities to adjust national policies to 
deni with the change and reduce the costs of disruption. When Sweden 
criticized American policy in Vietnam, its vulnerability to a possible 
American suspension of cultural contacts would have depended on how 
it could adjust policy to the new situation, Could exchange professors and 
tourists be attracted from elsewhere? 19 

Let us look again at the effects on the United States of a famine in 
South Asia. The vulnerability of an American administration to domestic 
protests over its lack of a food aid policy would depend on the ease with 
which it could adjust policy (for instance, by shipping more grain to 
India) without incurring other high political or economic costs. 

How does this distinction help us understand the relationship between 
interdependence and power? Clearly. -it indicates that sensitivity inter de¬ 
pende nce will be .less importa nt tha n vulnera bility interdependence in 
provi ding power Resources to actors. If~oiie actor can reduce its c osts by 
. affermgjts policy, either domestical ly or internationally, the se nsitivity 
Patterns will not be ajgood guide to power resources. 

“Consider trade in agriculturaf products between the United States and 
the Soviet Union from 1972 to 1975. Initially, the American economy was 
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weak, specific international regimes often have important effects on inler- 
depemlcnt relationships that involve a few eonnlrios, or involve many 
countries on a specific issue. Since World War II, Tor instance, specific 
sets of rules and procedures have been developed to guide states and 
transnational actors in a wide variety of areas, including aid to less de¬ 
veloped countries, environmental protection, fisheries conservation, inter¬ 
national food policy, international meteorological coordination, international 
monetary policy, regulation of multinational corporations, international 
shipping policy, international telecommunications policy, and interna¬ 
tional trade. 21 In some cases these regimes have been formal and com- 
prehensivd; in others informal and partial. Their effectiveness has varied 
from issue-area to issue-area and from time to lime. On a more selective 
or regional level, specific groups of countries such ns those in the Euro¬ 
pean Community or the Organization for Economic Cooperation and 
Development (OECD) have developed regimes that affect several aspects 
of their countries’ relationships with each other, 

International regimes may be incorporated into interstate agreement.*! 
or treaties, as were the international monetary arrangements developed all 
Dretton Woods in 1944, or they may evolve from proposed formal arrange¬ 
ments that were never implemented, as was the General Agreement on 
Tariffs and Trade (GATT), which derived from the International Trade 
Organization proposed after World War II. Or they may bo merely im¬ 
plicit, as in the postwar Canadian-American relationship. They vary not 
only in their extensiveness hut in the degree of adherence they receive 
from major actors. When there arc no agreed norms and procedures or 
when the exceptions to the rules are more important than the instances 
of adherence, there is a nonref’ime situation.' 

To understand the international regimes that affect patterns of interde¬ 
penden ce, one mu st'Hj bkras~w c will in Chapter 3, at structure and process 
in international systems, as well as at how they affect each othcrj’hc 
stru cture of a syste m refers to the distribution of capabilities among sitni- 
i ar units. In inter n ati onal political systems the most important units are 
.sl ates, and the relevant capabilities have been regarded as their power 
resources...There is a long tradition of categorizing the distribution of 
power in interstate systems according to the number and importance of 
major actors (for instance, as unipolar, bipolar, multipolar, and dispersed) 
just as economists describe the structure of market systems as monopolis¬ 
tic, duopolistic, oligopolistic, and competitive. 2 - .Structure is therefore 

0 Wo are concerned in this hunk with the general (|iiosli<m of adherence to speciliod 
basic norms of the regimes wo examine. Ilegimes can also lie categorized in terms of 
the degree and type of political integration among the slates adhering to lliem. Sec J. 
S. Nyc, Pence in Parts (Boston: Utile, Brown, 1971), Chapter 2, for discussion ol 
measurement of the integrative and institutional dimensions of regimes. 


distinguished Irnm process, which refers to allocative or bargaining be¬ 
havior within a power structure. To use the analogy of a poker game, at 
the process level analysis arc interested in how the players play the hands 
they have been dealt. At the structural level they arc interested in how 
the cards and chips were distributed as the gamo started. 

'<‘Kj.'a.9'i...Hr.e...itftet:iucdiat e factors b et ween the po.wcr.stmc- 
lure of an international system and the political and cconomicjjargaining 
that lakes place within it. The structure of the system (the distribution of 
power resources among slates) profoundly affects the nature of the regime 
(the more or less loose set of formal and informal norms, rules, and proce¬ 
dures relevant to the system). The regime, in turn, nffects and to some 
extent governs the politieal bargaining and daily decision-making that 
occurs within the system. 

Changes in international regimes are very important. In international 
trade, for example, an international regime including nondiscriminalorv 
trade practices was laid down by the General Agreement on Tariffs and 
Trade (GATT) in 1947. For almost three decades, the GAIT arrangements 
have constituted a relatively effective international regime. Hut the last 
decade, particularly since the Hrsl United Nations Conference! on Trade 
and Development in 1901, has been marked by the partly successful efforts 
of less developed countries to change this regime. More broadly, by the 
mid-1970s, the demands of less developed countries for a New Interna¬ 
tional Economic Order involved struggles over what international regimes 
should govern trade in raw materials and manufactures as well as direct 
foreign investment. 

In the two issue areas that we will investigate in Part II —money and 
oceans — some regime changes have been rapid and dramatic whereas 
others have been gradual. Dramatic changes look place in international 
monetary policy in 1914 (suspension of the gold standard); 1931 (aban¬ 
donment of the gold-exchange standard); 1944 (agreement on the "Hrolton 
Woods System ); and 1971 (abandonment of the convertibility of dol¬ 
lars into gold). Hides governing the uses of the world's oceans changed 
more slowly, but with significant turning points in 1945 and after 1907. 
let we have no theory in the field of international relations that adequately 
explains such changes. Indeed, most of our theories do not focus on this 
question at all. 

In Chapter 3, we shall look closely at the problem of explaining tlu 
change or persistence in the patterns of norms, rules, and procedures that 
govern interdependence in various issues. There we will lav out four 
models, or intellectual constructs, designed to explain regime change, and 
examine their strengths and weaknesses.' The models rest on different 
assumptions about the basic conditions of world politics. Since world 
politics varies, over lime and from place to place, there is no reason to 
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believe that a single set of conditions will always anil everywhere apply, 
or that any one model is likely to be universally applicable. Thus, before 
examining the explanatory models, we shall establish the conditions under 
which they can be expected to apply. As we indicate in the next chapter, 
in periods of rapid change such as the current one, assumptions about the 
conditions of world politics can differ dramatically. 
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One’s assumptions about world politics profoundly al[ect what one sees 
and how one. constructs theories to explain events. We believe that tire 
assumptions ol political realists, whose theories dominated the postwar 
period, arc often an inadequate basis for analyzing the politics of inter¬ 
dependence. Tlx; realist assumptions about world politics can be seen ns 
defining an extreme set of conditions or ideal type. One could also ima¬ 
gine very dillerent conditions. In this chapter, we shall construct another 
ideal typo, the opposite of realism. We ca ll it complex interdependence. 
Alter establishing the diirerenccs between realism and complciTlnferdc- 
pcndcncc, we shall argue that complex interdependence sometimes conies 
closer to reality than does realism. When it does, traditional explanations 
of change in international regimes become questionable and the search 
for new explanatory models becomes more urgent. 

For political realists, international politics, like all other politics, is a 
struggle, for power .but, unlike domestic politics;' 'Otruggle~ddm!iiated by 
organized violence. In the words of the most influential postwar textbook, 
All history shows that nations active in international politics are continu¬ 
ously preparing for, actively involved in, or recovering from organized 
violence in the form of war.’’ 1 Three assumptions are integral to the 
realist vision. First, stales as coherent units are the dominant actors in 
world politics. This is a double assumption: states are predominant; and 
they act as coherent units. Second, realists assume that force is a usable 
and effective instrument of policy. Other instruments may also be em- 
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ployed, but using or threatening force is the iiiosl effective means of 
wielding power. Third, partly because of llieir second assumption, realists 
assume a hierarchy of issues in world polities, beaded by questions of 
military security: the “high politics" of military security dominates the 
“low politics” of economic and social affairs. 

These realist assumptions define an ideal type of world politics. They 
allow us to imagine a world in which polities is continually characterized 
by active or potential conflict among stales, with the. use of force possible 
at any time. Each state attempts to defend its territory and interests from) 
real or perceived threats. Political integration among states is slight and ' 
lasts only as long as it serves the national interests of the most powerful 
states. Transnational nelors._fli.lher do not exist or are politically unimpor-. 
tant. Only the adept exercise of force or the threat of force permits states 
to survive, and only while statesmen succeed in adjusting their interests, 
as in a well-functioning balance of power, is the system stable. 

Each of the realist assumptions can he challenged. If we challenge (hem., 
all simultaneously, we can imagine a world in which actors other than 
states participate directly in world polities, in which a clear hierarchy of 
issues docji not exist, and in which force is an ineffective instrument of 
policy. Under these conditions — which we call the characteristics of com¬ 
plex interdependence — one would expect world politics to he very differ^! 
ent than undor realist conditions. 

We will explore these differences in the next section of this chapter. 
We do not argue, however, that complex interdependence faithfully re¬ 
flects world political reality. Quite the contrary: both it and the realist 
portrait are ideal types. Most situations will fall somewhere between these 
two extremes. Sometimes, renlist assumptions will ho accurate, or Inrgely 
accurate, hut frequently complex interdependence will provide a better 
portrayal of reality. Before one decides what explanatory model to apply 
to a situation or problem, one will need to understand the degree to which 
realist or complex interdependence assumptions correspond to the situa¬ 
tion. 

THE CHARACTERISTICS OF 
COMPLEX INTERDEPENDENCE 

Complex interdependence has three main characteristics: 

1. Multiple channels connect societies, including: informal ties between 
governmental elites as well as formal foreign office arrangements; informal 
ties among nongovernmental elites (face-to-face and through telecom¬ 
munications); and transnational organizations (such as multinational hanks 
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or corporations). ’I hose elm.. can he suummri'/.ed as interstate, trans- 

govcrnmcnlal, and transnational relations. Interstate relations are the 
normal channels assumed by realists. Transgovernmenlal applies when we 
relax the realist assumption that stales act coherently as units; transna¬ 
tional applies when we relax the assumption that states arc the mil)- units. 

2. I he agenda of interstate relationships consists of multiple issues that 
are not arranged in a clear or consistent hierarchy. This absence of 
hierarchy among Issues means, among other things, that military security 
does not consistently dominate the agenda. Many issues arise from what 
used to he considered domestic policy, and the distinction between domes¬ 
tic and foreign issues becomes blurred. These issues arc considered in 

several gover.cut departments (not just foreign offices), and at several 

levels. Inadequate policy coordination on these issues involves significant 
costs. Dillerent issues generate different coalitions, both within govern¬ 
ments and across them, and involve different degrees of conflict. Politics 
does not stop at (lie waters’ edge. 

3. Military force is not used by governments toward other governments 
within the region, or on the issues, when complex interdependence pre¬ 
vails. it may, however, he important in these governments' relations witli 
governments outside that region, or on other issues. Military force could, 
foi instance, he irrelevant to resolving disagreements on economic issues 
among members of an alliance, yet at the same time he very important 
for that alliance's political and military relations with a rival bloc. For 
the former relationships this condition of complex interdependence would 
he met; for the latter, it would not. 

Traditional theories of international politics implicitly or explicitly deny 
the accuracy of these three assumptions. Traditionalists are therefore 
templed also to deny the relevance of criticisms based on the complex 
interdependence ideal type. We believe, however, that our three condi¬ 
tions are fairly well approximated on some global issues of economic and 
ecological interdependence and that they come close to characterizing the 
entile lelationship between some countries. One of our purposes here is 
to prove that contention. In subsequent chapters we shall examine com¬ 
plex interdependence in oceans policy and monetary policy and in the 
relationships of the United States to Canada and Australia. In this chapter, 
however, we shall try to convince you to lake these criticisms of traditional 
assumptions seriously. 

Multiple Channels 

A visit to any major airport is a dramatic way to confirm the existence of 
multiple channels of contact among advanced industrial countries; there 
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is a voluminous literature to prove it. 2 Bureaucrats from different coun¬ 
tries deal directly with one another at meetings and on the telephone as 
well as in writing. Similarly, nongovernmental elites frequently get to¬ 
gether in the normal course of business, in organizations such as the Tri¬ 
lateral Commission, and in conferences sponsored by private foundations. 

In addition, multinational linns and hanks alfeet both domestic and 
interstate relations. The limits on private (inns, or I he closeness of lies be¬ 
tween government and business, vary considerably from one society to 
another; but the participation of large and dynamic organizations, not 
controlled entirely by governments, has become a normal part of foreign 
as well as domestic relations. 

These actors arc important not only hecati.se of their activities in pur¬ 
suit of their own interests, but also because they act as transmission belts, 
making government policies in various countries more sensitive to one 
another. As the scope of governments' domestic activities has broadened, 
and as corporations, hanks, and (to a lesser extent) trade unions have made 
decisions that transcend national boundaries, the domestic policies of 
different countries impinge on one another more and more. Transnational 
communications reinforce these elleets. Thus, foreign economic policies 
touch more domestic economic activity than in the past, blurring the lines 
between domestic:and foreign policy and increasing the number of issues 
relevant to foreign policy. Parallel developments in issues of environ¬ 
mental regulation and control over technology reinforce this trend. 

Absence of Hierarchy among Issues 

Foreign affairs agendas — that is, sets of issues relevant to foreign policy 
with which governments are concerned — have become larger and more 
diverse. No longer can all issues be subordinated to military security. As 
Secretary of State Kissinger described the situation in 1975: 

progress in dealing with the traditional agenda is no longer enough. A new and 
unprecedented kind of issue has emerged. The problems of energy, resources, 
environment, population, the uses of spaee and tiro seas now rank with questions 
of military security, ideology and territorial rivalry which have traditionally 
made up the diplomatic agenda. 3 

Kissinger’s list, which could be expanded, illustrates how governments’ 
policies, even those previously considered merely domestic, impinge on 
one another. The extensive consultative arrangements developed by the 
OECD, as well as the GATT, IMF, and the European Community, indi¬ 
cate how characteristic the overlap of domestic and foreign policy is 
among developed pluralist countries. The organization within nine major 
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departments of the United Slates government (Agriculture, Commerce, 
Defense, Health, Education and Welfare, Interior, Justice, Labor, State, 
and Treasury) and man}’ other agencies reflects their extensive interna¬ 
tional commitments. The multiple, overlapping issues that result make a 
nightmare of governmental organization/* 

When there are multiple issues on the agenda, many of which threaten 
(he interests of domestic groups but do not clearly threaten the nation as 
a whole, the problems of formulating a coherent and consistent foreign 
policy increase, in 1975 energy was a foreign policy problem, but specific 
remedies, such as a tax on gasoline and automobiles, involved domestic 
legislation opposed by auto workers and companies alike. As one com¬ 
mentator observed, ’‘virtually every time Congress has set a national policy 
that chnnged the way people live . . . the action came after a consensus 
had developed, bit by iiit, over the years, that a problem existed and that 
there was one best way to solve it.” 3 Opportunities for delay, for special 
protection, for inconsistency and incoherence abound when international 
polilics requires aligning the domestic policies of pluralist democratic 
countries. 

Minor Role of Military Force 

Political scientists have traditionally emphasized the role of military force 
in international politics. As wo saw in the first chapter, force dominates 
other means of power: if there arc no constraints on one’s choice of in¬ 
struments (a hypothetical situation that has only been approximated in the 
two world wars), the state_with_supcrior military force will,prevail. If the 
security dilemma for all states were extremely acute, military force, sup¬ 
ported by economic and other resources, would clearly be the dominant 
source of power. Survival is the primary goal of all states, and in the 
worst situations, force is ultimately necessary to guarantee survival. Thus 
military force is always a central component of national power. 

Yet particularly among industrialized, pluralist countries, the perceived 
margin of safety has widened: fears of attack in general have declined, 
and fears of attacks by one another are virtually nonexistent. France has 
abandoned the tons azinmts (defense in all directions) strategy that Presi¬ 
dent de Gaulle advocated (it was not taken entirely seriously even at the 
time). Canada’s last war plans for fighting the United States were aban¬ 
doned half a century ago. Britain and Germany no longer feel threatened 
by each other. Intense relationships of mutual influence exist between 
these countries, but in most of them force is irrelevant or unimportant as 
an instrument of policy. 

Moreover, force is often not an appropriate way of achieving other 
goals (such as economic and ecological welfare) that are becoming more 
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important. It is not impossible lo imagine dramatic conflict or revolu¬ 
tionary change in which the use or threat of military force over an eco¬ 
nomic issue or among advanced industrial countries might become plausible. 
Then realist assumptions would again bo it reliable guide to events. 
But in most situations, t he ell eels of military force arc both costly and un¬ 
certain.” 

Even when the direct use of force is barred among a group of countries, 
however, military power can still be used politically. Each superpower 
continues to use the threat of force lo deter attacks by other superpowers 
on itself or its allies; its deterrence ability thus sta ves an indirect, protec¬ 
tive role, which it can use in bargaining on other issues with its allies. This 
bargaining tool is particularly important for the United States, whose allies 
are concerned about potential Soviet threats and which has fewer other 
means of influence over its allies than does the Soviet Union over its 
Eastern European partners. The United States has, accordingly, taken 
advantage; of the Europeans’ (particularly the Germans’) desire for its 
protection and linked the issue of troop levels in Europe to trade and 
monetary negotiations. Tlius, although the first-order eil'cct of deterrent 
force is essentially negative--to deny cllcetivr offensive power lo a 
superpower opponent —a state can use that force positively — to gain 
political influence. 

Thus, even for countries whose relations approximate complex interde¬ 
pendence, two serious qualifications remain: (I) drastic social and political 
change coiild cnusc_f:0ic.c.again.to become an important direct instrument 
of policy; and (2)_even when elites’ interests are complementary, a coun¬ 
try that us es .military force try protect another may have significant politi- 
caIinfluence_Qy?lLthe other country. 

In North-South relations, or relations among Third World countries, as 
well as in East-West relations, force is often important. Military power 
helps the Soviet Union to dominate Eastern Europe economically as well 
as politically. The threat of open or covert American military intervention 
has helped to limit revolutionary changes in the Caribbean, especially in 
Guatemala in 1954 and in the Dominican Republic in 1965. Secretary of 
State Kissinger, in January 1975, issued a veiled warning lo members of 
the Organization of Petroleum Exporting Countries (Ol’EC) that the 
United States might use force against them "where there is some, actual 
strangulation of the industrialized world." T 

Even in these rather conflictual situations, however, the recourse to 
force seems less likely now than at most times during the century before 
1945. The destructiveness ol: nuclear weapons makes any attack against a 
nuclear power dangerous. Nuclear weapons are mostly used as a deter¬ 
rent. Threats of nuclear action against: much weaker countries may oc¬ 
casionally be efficacious, but they are equally or more likely lo solidify 
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relations between ones adversaries. The limited usefulness of conventional 
mco o control socially mobilized populations has been shown by the 
United Mates failure in Vietnam as well as by the rapid decline of colo¬ 
nialism in Africa. Kurlhormoro, employing force on one issue against an 
independent stale with which one has a variety of relationships is likely 
to rupture mutually profitable relations on other issues. In other words, 
I lie use i.r force often has costly effects on nonsecurity goals. And finally’ 
n. Western democracies, popular opposition to prolonged military conflicts 
IS very high. 8 ° 3 


It is clear that these constraints bear unequally on various countries or 
on the same countries in different situations. Risks of nuclear escalation 
allecl everyone, but domestic opinion is far less constraining for commu¬ 
nist states, or for authoritarian regional powers, than for the United States, 
Europe, or Japan. Even authoritarian countries may be reluctant to use’ I 
force to obtain economic objectives when such use might be ineffective 
and disrupt other relationships. Both the difficulty of controlling socially I 
mobilized populations with foreign troops and the changing technologv \ 
of weaponry may actually enhance the ability of certain countries, or 
nonslate groups, lo use terrorism as a political weapon without effective 
tear ol reprisal. 

flic fact that tins changing role of force has uneven effects does not. 
make the change less important, but it does m ake matters more complex. 
Tins complexity is compounded by differences in the usability of force 
among issue areas. When an issue arouses little interest'or passion, force 
may be unthinkable, hi such instances, complex interd ependence may_hc_a_ 
vjduahle_c(mcepl for anaIyzijigJh.a.pftIitl^_ E ro^s..Burif that issue be¬ 
comes a matter of life and death - as some people thought oil might be¬ 
come — the use or threat of force could become decisive again. Realist 
assumptions would then be more relevant. 


It is thus important to determine the applicability of realism or of 
complex interdependence to each situation. Without this determination 
rurtber analysis is likely to be confused. Our purpose in developing an’ 
alternative to the realist description of world politics is to encourage a 
differentiated approach that distinguishes among dimensions and areas of 
world politics not (as some modernist observers do) to replace one over¬ 
simplification with another. 


THE POLITICAL PROCESSES OF 
COMPLEX INTERDEPENDENCE 

Iho three main characteristics of complex interdependence give rise lo 
distinctive political processes, which translate power resources into power 
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as control of outcomes, As we argued earlier, something is usually lost or 
added in the translation. Under conditions of complex interdependence 
the translation will bo dillercnt than under realist conditions, and our 
predictions about outcomes will need to be adjusted accordingly. 

In the realist world, military security will be the dominant goal of 
states. It will even affect issues that arc not directly involved with military 
power or territorial defense. Nonmililury problems will not only be sub¬ 
ordinated to military ones; they will be studied for their politico-military 
implications. Balance of payments issues, for instance, will be considered 
at least as much in the light of their implications for world power gen¬ 
erally as for their purely financial ramifications. McGcorge Bundy con¬ 
formed to realist expectations when ho argued in 1004 that devaluation 
of the dollar should be seriously considered if necessary to fight the war 
in Vietnam. 0 To some extent, so did former Treasury Secretary Ilcnry 
Fowler when he contended in 1971 that the United Stales needed a trade 
surplus of $4 billion to $6 billion in order to haul in Western defense. 10 

In a world of comp lex interdependence, however, one expects some 
officials, particularly at lower levels, to emphasize the variety of state goals 
that must be pu rsued. In,the absence of a clear hierarchy of issues, goals 
will vary by issue, and may not be closely related. Each bureaucracy will 
pursue i ts own conc erns; and although several agencies may reach com¬ 
promises on issues that affect them all, they will find that a consistent pat¬ 
tern of policy is difficult to maintain. Moreover, transnational actors will 
introduce different-goals into Various groups of issues. 

Linkage Strategics 

Goals will therefore vary by issue area under complex interdependence, 
but so will the distribution of power and the typical political processes. 
Traditional analysis focuses on the international system, and leads us to 
anticipate similar political processes on a variety of issues. Militarily and 
economically strong states will dominate a variety of organizations and a 
variety of issues, by linking their own policies on some issues to other 
states policies on other issues. By using their overall dominance to prevail ;) 
on their weak issues, the strongest states will, in the traditional model,)! 
ensure a congruence between the overall structure of military and cco-|| 
nomic power and the pattern of outcomes on an)' one issue area. Thus 
world politics can be treated as a seamless web. 

.yP.fle &coinplex i nterdependence, such congruence is less likely to occur_ 

As milit ary force is devaiued,. militarily strong states will find it more 
‘djfTje Elieir bveralI_dominance to control outcomes on issues in. 
vyhicli-.tliey are weak . And since the distribution of power resources in 
trade, shipping, or oil, for example, may be quite dillercnt, patterns of 
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outcomes .I distinctive political processes are likely to vary from one 

sol o( issues In another. If force were readily applicable, and military 
security were the highest foreign policy goal, these variations in the issue 
structures of power would not matter very much. The linkages drawn 
fiom them to military issues would ensure consistent dominance by the 
overall strongest stales. But when military force is largely immobilized, 
strung stales will find that linkage is less effective. They may still attempt 
such links, hut in the absence of a hierarchy of issues, their success will 
be problematic. 

Dominant states may try to secure much the same result by using overall 
economic power to affect results on other issues. If only economic objec¬ 
tives arc at slake, they may succeed: money, after all, is fungible. But 
economic objectives have political implications, and economic linkage by 
the strong is limited by domestic, transnational,"and'transgovernrriental 
actors who resist having their interests traded off.'Furthermore, the inter¬ 
national actors may he different on different issues, and the international 
organizations in which negotiations take place arc often quite separate. 
Thus it is difficult, for example, to imagine a militarily or economically 
strong stale linking concessions on monetary policy to reciprocal conces¬ 
sions in oceans policy, On the other hand, poor weak states are not simi¬ 
larly inhibited from linking unrelated issues, partly because their domestic 
interests are. less complex. Linkage of unrelated issues is often a means of 
exliacting concessions or side payments from rich and powerful states. 
And unlike powerful stales wiiose instrument for linkage (military force) 
is often too costly to use, the linkage instrument used by poor, weak states 

international organization — is available and inexpensive. 

I Inis as.the- utility of force declines, and as issues become more equal in 
impoilancc, (he distribution of power within each issue will become more 
important. If linkages become less effective oii the wholej iiuIconics of 
(Milijjculjrgrgjijiihig \yjll. increasingl y vary hv issue nran. 

'/'^.difim'enliatiou among issue areas in complex interdependence 
incansjhut linkages among; issues will become more problemat.ic_ancl.wilI 
to,1 .d .tojpdjicq ‘alhcr... than reinforcc jiitcrnational. hierarch)'. Linkage 
strategies, and defense against them, will pose critical strategic choices for 
stales. Should issues be considered separately or as a package? If linkages 
are to he drawn, which issues should be linked, and on which of the 
linked issues should concessions be made? I low far can one push a linkage 
before it becomes counterproductive? For instance, should one seek formal 
agreements or informal, but less politically sensitive, understandings? The 
fact that world politics under complex interdependence is not a seamless 
web leads us to expect that efforts to stitch seams together advantageously, 
.is 1 effected in linkage strategies, will, very often, determine the shape of 
the fabric. 
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Tlic negligible role of force leads ns to expeel slales to relv more on 
other instruments in order to wield power. For I lie reasons we have al¬ 
ready discussed, less vulnerable stales will try to use asymmetrical iuter- 
dc])cnden£c in partic ular groups of issues as a .source of power; llieywill 
.JSfefl-Uy_io_U5e International organizations and Iransnalioual actors and .. 
flows. States will approach economic interdependence in terms of power as 
well as its oil'cels on citizens’ welfare, although welfare considerations will 
limit their attempts to maximize power. Most economic and ecological | 
interdependence involves the possibility of joint gains, or joint losses. |f 
Mutual awareness of potential gains and losses and the danger of worsening 
each actor's position through overlv rigorous struggles over the distribu¬ 
tion of the gains can limit the use of asymmetrical interdependence. 

Agenda Setting 

Our second assum pti on of co mplex interdependence, the lack of clear., 
hierarchy among multiple issues, leads us to expect that the politics..of 
agchdirTormatiofrand control will become more important. Traditional., 
analyses lead statesmen to focus on politico-military issues and to pay. 
little attention to the broader politics of agenda formation. Statesmen as¬ 
sume that the agenda will be set by shifts in the balance of power, actual 
or anticipated, and by perceived threats to the security of stales. Other 
issues will only be very important when they seem to allcct security and 
military power. In these cases, agendas will be influenced strongly by 
considerations of the overall balance of power. 

Yet, today, some nonmilitary issues are. emphasized in interstate rela¬ 
tions at one time, whereas others of seemingly equal importance are ne¬ 
glected or quietly handled at a technical level. International monetary 
politics, problems of commodity terms of trade, oil, food, and multina¬ 
tional corporations have all been important during the last decade; but 
not all have been high on interstate agendas throughout that period. 

Traditional analysts of international politics have paid little attention 
to agenda formation: to how issues come to receive sustained attention 
by high officials. The traditional orientation toward military and security 
affairs implies that the crucial problems of foreign policy are Imposed on 
states by the actions or threats of other states. These are high politics as 
opposed to the low politics of economic affairs. Yet, as the complexity of 
actors and issues in world politics increases, the utility of force declines 
and the line between domestic policy and foreign policy becomes blurred: 
as the conditions of complex interdependence are more closely approxi¬ 
mated, the politics of agenda formation becomes more subtle and differ¬ 
entiated. 

Under complex interdependence we can expect the agenda to be 
ailectedJjy. thcJiitcrnalional and domestic problems created by economic 
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Discontented domestic groups will politicize issues and 
loree more issues once considered domestic onto the interstate agenda. 
Shills in the dislribulion of power resources within sets of issues will also 
allcct agendas. During the early l!)70s the increased power of oil-produc¬ 
ing governmenls over the transnational corporations and the consumer 
eimutries dramatically altered the policy agenda. Moreover, agendas for 
one group ol issues may change as a result of linkages from other groups 
Hi winch power resources are changing; for example, the broader agenda 
ol North-South trade issues changed after the OPEC price rises and the 
oil embargo of I07IJ-7-I. Even if capabilities among states do not change, 
ugiMida.s nmy h<* ulloclotl l>y .shills in Ilia importance of transnational 
actors. The publicity surrounding multinational corporations in the early 
1.970s, coupled with (heir rapid growth over the past twenty years, put 
the regulation of such corporations higher on both the United Nations 
agenda and national agendas. 

.Politicizaliiiii— agitation and cont rover s y over an Iss u e that tend to raise 
agenda - can jiay o many sou rces, a s wti TawiTsec iY ~ 
Coven linen ts’vyhose strength is increasing may. politicize jssues, by linking 
them to other issues. An international regime tha t is becoming"ineffective 
oi is not serving important issues may cau se increasing politicization^ as 
{?»vornmenls press for c hange. 'P oliticization, however, cmV 
also comb from below. Domestic groups miiy'become upset enough to 
raise a dormant issue, or to interfere with interstate bargaining at high 
levels, in 1974 the American secretary of state’s tacit linkage of a Soviet- 
American trade pact with progress in detente was upset bv the success of 
domestic American groups working through Congress to link a trade agree- 
nidnt willi Soviet policies on emigration. 

The technical characteristics and institutional selling in which issues 
are raised will strongly allcct politicization patterns. In the United 
States, congressional attention is an effective instrument of politicization. 
Generally, we expect transnational economic organizations and transgovern- 
mcnlal networks of bureaucrats to seek to avoid politicization. Domes¬ 
tically based groups (such as trade unions) and domestically oriented 
bureaucracies will tend to use politicization (particularly congressional 
attention) against their transnational!)' mobile competitors. At the interna¬ 
tional level, we expect slales and actors to "shop among forums” and 
struggle to get issues raised in international organizations that will maxi¬ 
mize their advantage by broadening or narrowing the agenda. 

iransnulionnl and Transgovcrmnental Relations 

°-!I! condition ° r complex, interdepen dence , multiple channels of 
contact among societies, further blurs the distinction between domestic 
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jmdJu.tema.tiou.al. politics.,The availability of partners in political coali¬ 
tions is not necessarily limited by national boundaries as traditional analy¬ 
sis assumes. The nearer a situation is to complex interdependence, the 
more we expect the outcomes of political bargaining to be affected by 
transnational relations. Multinational corporations may be significant belli 
as independent actors and as instruments manipulated by governments. 
The attitudes and policy stands of domestic groups are likely to be 
afTcctcd by communications, organized or not, between them and llicir 
\ counterparts abroad. 

Tims th e existence of multiple channels of contact leads us to expect 
limit s, bc yond.thosc normally found in domestic politics, on the ability of. 
states men to cal culate the manipulation of interdependence or follow a 
consis tent strateg y of linkage. Statesmen must consider differential ns well 
as aggregate effects of interdependence strategics and their likely impli¬ 
cations for politicization and agenda control. Transactions among societies 
— economic and social transactions more (ban security ones — ailed groups 
differently. Opportunities and costs from increased transnational ties may 
be greater for certain groups — for instance, American workers in the 
textile or shoe industries — than for others. Some organizations or groups 
may interact directly with actors in other societies or with other govern¬ 
ments to increase thc.ir benefits from a network of interaction. Some actors 
may therefore be less vulnerable as well as less sensitive to changes else¬ 
where in the network than are others, and this will allcet patterns of 
political action. 

The multiple channel s of contact found in complex interdependence are 
not limited to nongovernmental actors. Contacts between governmental' 
bunJaucFacfes - charged with similar tasks may not only alter their perspec¬ 
tives but lead to transgoverninenlal coalitions on particular policy ques¬ 
tions. To improve their chances of success, government agencies attempt 
to bring actors from other governments into their own decision-making 
processes as allies. Agencies of powerful states such as the United States 
have used such coalitions to penetrate weaker governments in such coun¬ 
tries as Turkey and Chile. They have also been used to help agencies of 
other governments penetrate the United Stales bureaucracy.” As we 
shall see in Chapter 7, transgovcrmnental politics frequently characterizes 
Canadian-American relations, often to the advantage of Canadian interests. 

The existence of tr an sgove rnmcntal policy networks leads to a different 
interpretation of one of the standard propositions about international poli- 
tics — that states act in their own Thtefesb Under complex interdepen- 
dence, this conventional wisdom begs two important questions: which - 
selfTihcT which,interest?,.A government agency may pursue its own inter¬ 
ests under the guise of the national interest; and recurrent interactions 
can change official perceptions of their interests. As a careful study of the 
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publics III United Slates trade, policy has documented, concentrating (mb’ 
on pressures ol various interests for decisions leads to an overly mediums- 
lie view of a continuous process and neglects the important role of com¬ 
munications in slowly changing perceptions of self-interest. 12 

I he ambiguity of the national interest raises serious problems for the 
top political leaders of governments. As bureaucracies contact each other 
directly across national borders (without going through foreign offices), 
centralized control becomes more difficult. There is less assurance that the 
stale will be united when dealing with foreign governments or that its 
components will interpret national interests similarly when negotiating 
with foreigners. The stall- may prove to be multifaceted, even schizo¬ 
phrenic. National interests will be defined differently on different issues, 
at diilcrcnt times, and by different governmental units. States that are 
beltei placed to maintain their coherence (because of a centralized political 
tradition such as Frances) will be better able to manipulate uneven inter¬ 
dependence than fragmented stales that at first glance seem to have more 
resources in an issue area. 

Hole of International Organizations 

i'l'i'llbfiflic existence of multiple ch annels l eads one to predict a different 
and significant role for international organizations iii wor ld politics, llcal- 
isls in the tradition or Hans J. Morgonthau imve pntrayed a world in 
which slates, acting Irnm self-interest, struggle for “power and peace.” 
Security issues are dominant; war threatens. In such a world, one may 
assume that international institutions will have a minor role, limited by 
the cue congruence of such interests. International organizations are then 
clearly peripheral to world politics. Hut in a world of m ultiple issues im- 
.poifoetlyjinkcd, in which coalitions are formed transnaEonTniyJmdJTaTis-' 
governmental])’, the potential role of international institutions "In’political " 
bargaining is greatly increased. Ih particular'' they help set the interna- I 
lional agenda, and act as catalysts for coalition-formation and as arenas I 
for political initiatives and linkage by weak states. I 

Governments must organize themselves to cope with the flow of busi¬ 
ness generated by inlcrnalional organizations. 15y defining the salient 
issues, and deciding which issues can be grouped together, organizations 
may help to determine governmental priorities and the nature of inler- 
dcpaitmenlal committees and other arrangements within governments. 
The J972 Stockholm Environment Conference strengthened the position of 
environmental agencies in various governments. The 1974 World Food 
Conference focused the attention of important parts of the United States 
government on prevention of loud shortages. The September 1975 United 
Nations special session on proposals for a New International Economic 
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12,000 miles away is the same as that or telephoning someone nmeli 
closer. Supertankers and oilier innovations in shipping technology have 
reduced the costs of transporting goods. And over the same period, gov¬ 
ernments have been drawn into agreemenls, consnllalions, and institutions 
to cope with rapidly expanding transaelions. 

The first premise ol an economic process model ol regime change Is . 
that; lechnoiogieai change and increases in economic interdependence will.. 
make existing International regimes obsolete. They will be inade(|uale to 
cope With' the increased volume of transactions or new forms ol organi¬ 
zation represented, for instance, by transnational corporations. Established 
institutions, rules, and procedures will be threatened with inedcclivcnoss 
or collapse. 

The second premise; is that governments will he highly responsive to 
domestic" political "demands for a rising standard of livings National eco¬ 
nomic welfare will usually be the dominant political goal, and a rising 
gross national product will be a critical political indicator. Jlie lllmd , 
premise of th is model is that the great aggregate economic benefits pro-.. 
"vfcI«nbyJntct'nat[()naJ .niovcnicnls of capital, goods, and in some cases 
labor wiJLglyc governments strong incentives to modify or reconstruct 
‘liiinrnnlio nafrog lmes To jeslot'e their eH'oetlveness. Chiveriimenls will 
~afgue""over the distribution of gains and complain about the loss ol 
autonomy entailed in rising economic interdependence (vulnerability as 
well as sensitivity); but they will generally find that, when there are 
domestic political demands for greater economic welfare, the welfare costs 
of disrupting international economic relations, or allowing them to become 
chaotic, are greater than the autonomy benefits, lteluctanlly, they will 
permit economic interdependence to grow, and even more reluctantly, 
but inexorably, they will be drawn into cooperating in the. construction of 
new international regimes by creating integrated policy responses. I bus, 
regime change will be a process of gradually adapting to new volumes and 
new forms of transnational economic activity. (iovorunienls will resist the 
temptation to disrupt or break regimes, because of the high costs to eco¬ 
nomic growth. 

On the basis of an economic process model, one should therefore expect 
international regimes to be undermined from lime to time by economic 
and technological change; but they will not disintegrate entirely, at least 
not for long. They will quickly be reconstructed to adapt to economic and 
, technological conditions. 

This simple economic process model docs not correspond exactly to the 
views of any sophisticated theorist, although it seems to exert a powerful 
influence on the views of many people. Projections that in the year 2000 a 
handful of multinational corporations will control most of world produc¬ 
tion, and wield greater power than governments, or assertions that 
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increases in interdependence make greater international integration inevil- , 
able, reflect recent trends of rising interdependence. Part of the appeal of fj/ 
this approach is its grasp ol the importance of technological change in cx-ij| 
plaining developments over the last century. I/' 

Political reality, however, often diverges from expectations based sim- 1 
ply on technological and economic trends. Quite evidently, governments ' 
continually sacrifice economic efficiency to security, autonomy, and other 
values in policy decisions. Kurthcnnnrc, this simple economic growth 
model skims over the diflicully of moving from one equilibrium situation 
to another and thus does not confront the inevitable political questions 
about adjustinciils. In politics, adjustment is crucial — indeed, power has 
been defined by one political scientist as “the ability not to have to adjust 
to change. ■' In policymaking adjustment is critical because the views of 
powerful interests about the costs of change and their distribution largely 
determine the support a policy will command. 

ltapidly rising economic interdependence can create fear and insecurity 
among politically important groups. Labor unions and local community 
leaders may Iear that a corporate decision to shift production abroad or 
trends toward greater imports could cause severe unemployment and 
social distress. Industries threateiiod by imports press for governmental 
protection. I bus, protectionism may Increase as economic interdependence I 
becomes more extensive. Protectionism has always been with us. Jiut as 1 
the technology of communication and large-scale corporate organization 
have reduced the nalura! butiers between markets, many domestic groups 
have turned to government to establish political buffers. Even when a , 
country is not threatened by increased vulnerability, the sensitivity of its/ 
interest groups can stimulate it to adopt policies that restrict international 
transactions. | 

1 he conflicts generated by increased interdependence.have contributed 
to controversy over international regimes, which often erupts quite sud¬ 
denly. Vet a simple economic growth approach"isTiol very elb'divc iif ex¬ 
plaining variations, since its major explanatory variable is a long-term 
secular trend (technological change reducing costs of transnational activity 
over great distances, and therefore increasing such activity, and leading 
to greater sensitivity). Why have international regimes been developed 
and maintained at some limes, whereas at other limes, no regime can be 
successlully instituted? If economic growth were a sufficient explanation, 

. 0II( ' would expect international economic interdependence successively to 
“outgrow" regime constraints, and new regimes, better adapted to the new 
situation of interdependence, quickly to replace them. Increased sensi¬ 
tivity would lead to new issues and new problems; but a problem-solving 
orientation would lead policymakers to new regime solutions. 

Yet such an explanation obviously abstracts from interests, which may 
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diverge sharply from group to group, sector to sector, or country to coun¬ 
try. It also assumes that international politico-military policy decisions are 
separate from economic ones. In 1945, international institutional decisions 
created a two-track or multilraek regime in which economic and security 
issues were kept fairly separate in day-to-day political processes." They 
were usually linked only hierarchically in domestic politics, through ap¬ 
peals to common security goals as a means of limiting economic conllicls, 
or potential conflicts with the goals of sulinationai groups. Yet this separa¬ 
tion and depoliticization of economic issues is not the norm in world poli¬ 
tics. Indeed, it may well have hecn an anomaly, dependent on postwar 
United States economic and military dominance and alliance leadership. 
Because the extent of interdependence and its clients depend to a con¬ 
sider able e xtent on high-level political decisions and agreements, tradi¬ 
tional approaches to international politics, which have conccntratcd_on 
these"^hlgtleieL decisions and the overall power structure, should con- 
i\ tributc_to^a_n_ade.quatc explanation. 


OVERALL TOWER STRUCTURE EXPLANATION 
Eroding Hegemony 

There is nothing new about certain kinds ol interdependence among states. 
Athens and Sparta were interdependent in military security at the time of 
Thucydides. The United States and the Soviet Union have been similarly 
interdependent throughout the postwar period. Not only are the two coun¬ 
tries sensitive to changes in each other’s security policies, but they arc 
also vulnerable to each other’s security decisions. Exactly this high level 
.of i nterdependence in one issue area — military security — coupled with, 
mutual antagonism lias b een at the heart of traditional analyses of world 
polit ics. Under such circumstances security issues lake precedence over 
others, and the distribution of military power (with its siipjiorting eco- 
noinic ba sis) dete rmines thejjoyver structure. War is the most important 
and dramatic source of structural change. Our own era, for instance, still 
bears the marks of the outcome of World War II. 

In the traditional view, powerful stales make the rules. As Thucydides 
put it, “the strong do what they can and the weak sulfcr what they must.” " 
In bilateral relations, the traditionalists expect that the stronger of two 
states will usually prevail when issues arise between them. Within a,. 
system, the s tructure (that is, the distribution of power among the stales 
in it) determines the nature of its international regimes. And the most ini-, 
portant.power resources are military. 

The appeal of the traditional approach based on the overall power 


structure lies in its simplicity and parsimonious prediction. Judgments of 
relative power seem easy to make on the basis of military strength, and it 
is possible to calculate a rational course of action in any given situation: 

We assume that statesmen think and act in terms or interest defined as power, 
and the evidence of history hears that assumption out. That assumption allows 
us to retrace and anticipate, as it were, the steps a statesman - past, present, or 
rulure - has taken or will lake on the political scene. We look over his shoulder 
when ho writes his dispatches; we listen in on his conversation with other states¬ 
men; we read and anticipate his very thoughts. 7 

In its more extreme formulations, this realist approach deprecates 
domestic politics by suggesting that the national interest must be calcu¬ 
lated m terms of power, relative to other states, and that if it is not, the 
icsult will he catastrophic. There is little margin for choice. If domestic 
politics interferes with diplomacy, disnster will follow. Less drastic ex¬ 
positions of the traditional view allow for the effect of domestic politics, 
but the principal focus of the theory — and the segment of it that provides 
its explanatory power — centers on competition among states. It is compe¬ 
tition among autonomous actors that provides the basic driving force of 
world politics. ° 

The traditional view does not have a thoroughly articulated and agreed- 
on theory of regime change, Ils emp hasis o n state power and intern ational 
structure — .defined in terms of power, capabilitie s - does, however, pro¬ 
vide the basis for developing such a theory on realist pr emises. The basic' 
dynamic is provided by the assertion that as the power of states changes I 
(that is, as the structure changes), the rules that comprise international 
regimes will change accordingly. This dynamic is at the heart of .our I 
change based on the overall power.structure. 

I his overall structure approach docs not differentiate significantly 
among issue areas in world politics. On the contrary, it predicts a strong 
tendency toward congruence of outcomes among issue areas. Since power, 
like money, is considered fungible, power resources will be shifted by 
majoi states to secure equal marginal returns in all areas. When outcomes 
on one issue area arc markedly different from those on others, we should 
expect shifts to make outcomes in the deviant area more consistent with 
the world structure of military and economic power. It follows from this 
view, for instance, that after 1973 the incongruity between power in 
petroleum politics and power generally in world politics was a source of 
instability. It was to be expected that the United States and other indus¬ 
trialized countries would attempt to reduce the incongruity in their favor 
by mutual aid, encouragement of new sources of supply, and even by 
threats of military force. Nor was it surprising that oil-exporting states, 
linked in the Organization of Petroleum Exporting Countries (OPEC), 
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would try to resolve the tension in their favor by increasing their strength 
through arms purchases, alliances with other Third World countries for a 
new international economic order, deals with individual consumer coun¬ 
tries, and ambitious long-term development plans, because of the overall 
power disparities, however, traditional theory would give the OPEC states 
less chance of success. 

These expectations about which side will prevail may or may not be 
confirmed, but the realist insight is important: we should examine closely 
situations in which the distribution of power between issue areas is un¬ 
even. Tensions develop at these points of incongruity. Crucial political 
struggles take place to determine whether changes in the power structure 
of one issue area will spread to the system ns a whole, or bo suppressed. 

Even in the absence of war or the overt use of force, traditional views 
stressing the overall power structure can be adapted to explain changes in 
international regimes. I f the stro ng make the rules, then shifts in politico-- 
military power should _ aITcct economic regimes. The overall.sti.ucture_ap.-_ 
preach directs our attention .to hegemony and leadership. Economists 
"have argued that stable economic regimes require leadership — that is, 
willingness to forego short-term gains in bargaining in order to preserve 
the regime — and that an actor is most likely to provide such leadership 
when it sees itself as a major consumer of the long-term benefits produced 
by the regime. 

Realists would add that such leadership in maintaining a regime would 
be most likely in a hegemonial system: that is, when one state is powerful 
enough to maintain the essential rules governing interstate relations, and 
willing to do so. In addition to its role in maintaining a regime, such n 
state can abrogate existing rules, prevent the adoption of rules that it op- 
r: poses, or play the dominant role in constructing new rules. In a hegc- 
Imonial system, therefore, the preponderant stale has both positive and 
''negative power. 

In a realist world, such a condition would imply military preponderance, 
but not necessarily frequent use of military force. In the nineteenth cen¬ 
tury, Britain occasionally used its preponderant naval power to force free 
trade in South America or to protect freedom of the seas from the en¬ 
croachment of coastal states, but generally such actions were unncces- 
Isary. A hegemonial power can change the rules rather than adapt its 
| policies to the existing rules. Britain’s position as defender of freedom of 
the seas, for example, did not deter her from interfering with neutral 
shipping when she was at war. But during peacetime, the British govern¬ 
ment led in regime maintenance by scrupulously enforcing free seas rules 
against its own domestic interests, which attempted to assert broader 
coastal jurisdiction. 

When the hegemonial power does not seek to conquer other states, but 
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merely to protect its favored position, other states may benefit as well 
he Pax Drilaimica is often celebrated. Charles Kindlcbergcr has argued 
mat during the last century international economic systems with one 
leader have been more stable than other systems, and they have been 
associated with greater prosperity." In the nineteenth century the financial 
stuMi^ui of (•real IJritain provided the basis for n monetary system that 
was centered principally,-although not entirely, on London.'From World 
V\ar II through (he 1960s, the economic preponderance of the United 
States enabled it to manage monetary relations among noncommunist 
countries through the Brelton Woods system. By contrast, as we shall sec 
n more detail later, the unhappy international monetary experience of 
the uilorwnr period occurred when the United States was unwilling to 
exercise strong leadership and Britain was unable to do so." 

Hegemonial powers do not, therefore, always exploit secondary powers \ 
economically. During the heyday of the sterling standard, industrial pro- ' 
duction m hranee, Oormany, Russia, and the United States increased from 
o) percent to 400 percent luster than in Britain."’ Although the United 
> tales dominated the monetary system of the postwar period, Europe and 
Japan grew more rapidly than it did. Even so severe a critic of American 
hegemony as David Called admits that "It was difficult to argue that the 
dollar system was causing economic harm to its members.” 11 
VVhy then do hegemonial systems and then' corresponding economic 
legnnes collapse? War or major, shifts in the overaii..balance of power arc 
the dramatic causes. But these systems may also be undermined by the 
very economic processes they encourage. Ironically, the benefits of a 
hegemonial system, ami the extent to which they arc shared, may bring 
about its collapse. As their economic power increases, secondary states 
change their assumptions. No longer do they have to accept a one-sided 
dependence which, no matter how prosperous, adversely all'ecls govern- 
menta autonomy and political status. As autonomy and status become 
possible, these values are taken from the closet of "desirable but unreal¬ 
izable goals. At least lor some leaders and some countries - such as 
'lance in the 1920s and 1960s — prosperity is no longer enough. 12 

lluis, as the rule-making and rule-enforcing powers of the hegemonic aj, 
slate begin to erode, the policies of secondary states are likely to change. If 
But so arc the policies of the hegemonic state. An atmosphere of crisis and 
a proliferation of ad hoc policy measures will seem not only undignified 
but unsettling to many. Dissenters will begin to wonder about the costs of 
leadership. Further, this leadership will less and less appear to guarantee 
economic and political objectives, as other states become more assertive. 
The renewed emphasis of these secondary governments on status and 
autonomy adds n further complication, since these values have a zero-sum 
connotation that is much less pronounced where economic values arc in- 
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i volved. More stains for socomlarv stales moans loss for the dominant 
power; increases in weaker powers' autonomy bring ooncmnilanl declines 
in the positive influence of the system's leader. 

Thus the systemic orientation natural to a liogemonial power — which 
identifies its interests with those of the system it manages — is challenged 
by a more nationalistic perspective at home and abroad, bilateralism and 
autarky, formerly rejected as inefficient, are once again recommended. 
Their adherents stress the benefits of economic security, or risk aversion. 
When power seems to ensure that risks are minimal, this argument' car¬ 
ries little weight; but when cracks appear in the. hegemoninl construction, 
prudence counsels what efficiency formerly proscribed. 

When this point is reached on both sides, the hegemonic equilibrium 
has been broken and a spiral of action and counteraction may set in. As 
the systern_changes, assumptions change; considerations of risk aversion ^ 
on one side and greater independence on the other counsel policies with 
less international or less systemic implications. The uncertainty thus 
created niay"bc"clifficiilt to stop; a evclc of disintegration can readily set in. 

From a traditional perspective, this portrait of economic processes erod¬ 
ing overall hegemony has a certain appeal, llv adding a few assumptions, 
it provides an explanation based on the overall power structure that ac¬ 
counts for changes in economic regimes, despite the absence of major war 
or major shifts in the balance of power. Applying tills model to the post¬ 
war period, one can argue that international economic regimes that 
accompanied the "Imperial Hepublic” or the "American Umpire" are col¬ 
lapsing due to the “decline of American power." 1:1 

Limitations of an Overall Structure Explanation 

Carefully defined, the concept of hegemon)' and analysis of its erosion 
by economic processes can help to explain regime change, but this overall 
structure, explanation is more ambiguous than it first appeals, and can 
lead to facile descriptions of change. We. must specify what resources arc 
considered effective in establishing hegemonic power, and to what range 
of phenomena it is meant to apply. 

The simplest and most parsimonious version of the eroding hegemony, 
thesis would be that international economic regimes directly reflect poli¬ 
tico-military patterns of capability: high politics dominates low politics., 

1 Changes in "international economic relations are explained by shifts in 
military power. This simple version explains the broad features of the 
postwar economic order, particularly its basic divisions. Although Soviet or 
Chinese purchases and sales can affect world markets, these planned 
economies are separate enough that it is more accurate to think of three 


distinct economic systems, corresponding to the three major (but unequal) 
sources of poliliVo mililury power. 

Yet the most parsimonious explanation breaks down when one moves 
fmm explaining overall structure to explaining change. The United States' 
position in the world economy, and its dominance in policymaking, both 
within the industrialized areas and with the Third World, have clearly de¬ 
clined since 1944 or 1050. Yet during this period the United States has re¬ 
mained, militarily, the most powerful stale in the world; and its military 
lead over its major economic partners (Japan, Canada, and Europe) lias 
been steadily maintained if not increased. 

Tims, although the distribution of military power aifects the interna¬ 
tional economic order, by itself it provides only a small part of the expla¬ 
nation. Three other major factors .must be.addcd.for..au..adeqyate overall 
structure explanation, .thus reducing its simplicity but increasing its fit 
with the facts of postwar change in international economic regimes: (1) 
changes in perceptions of the threat of military aggression; (2) changes in 
9. Gcoitomic .strength of the United States and its trading and in- 
Y 0 "!™ 0 " 1 .partners; and (3) changes in hierarchical patterns, involving 
Europo and the Third World, 

Concern about a communist military threat helped stimulate Americans 
to make short-run economic sacrifices (that is, to exercise leadership) to 
develop and preserve tile liberal postwar economic regimes that con¬ 
tributed to European and Japanese recovery. Many of the major advances 
in international economic relations came during the long period of maxi¬ 
mum Cold War tension between 1047 (the Truman Doctrine) mid 1963 
(the Test ban Treaty). In those years, tbe International Monetary Fund 
(IMh), World bank (IbllD), General Agreement on Tariffs and Trade 
(GATT), and Organization for Economic Cooperation and Development 
(OECD) began to function; currency convertibility was achieved and 
major tariff cuts implemented; and the Common Market was established. 
United .States security leadership was prized by its allies, and tbe Ameri¬ 
can poiceplion of high threat from the Soviet Union encouraged United 
Slates policymakers to grant various economic concessions to the Euro¬ 
peans and the Japanese, flic sharp reductions in perceived threats in 
recent years have certainly helped to reduce the United States’ ability 
subtly to translate its military leadership of the alliance into economic 
leadoisliip without resorting to overt and highly resented linkages. Ameri¬ 
can allies became less willing to act as junior partners once they perceived 
the external lineal as diminished. At the same time, American willingness 
to accept economic: discrimination or unfavorable exchange rates was also 
declining. 

Ibose changes in perceptions were reinforced by increases in European 
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and Japanese economic capabilities relative to those of the United Slates. 
In the early postwar period, Europe was largely supine, and although it 
was able to bargain and resist on some issues, it complied with United 
States leadership within an overall economic structure. Later, the tremen¬ 
dous European economic recovery and the confidence it gave, at least on 
economic issues, provide the primary explanation for the Dillon Hound 
tariff cuts, currency convertibility and subse(|ucnl reduced reliance on the 
dollar, and the construction (d the. Common Market. The latter steps were 
motivated by a desire to boost the political as well as economic strength 
of Europe, so that it could better stand on its own against the Soviet 
Union (and later, the United States). 

This situation created an opportunity for linkage and trading-off of 
military and economic advantages, which became more tempting to the 
United States as its economic preponderance eroded. It is worth noting 
tlint the disruption of the economic order was not caused by an erosion of 
American military power in the 1960s, but by a decline in American con¬ 
cern that such disruption would threaten vital security relationships. 

The third facto r needed to fit a theory of eroding hegemony to the facts 
of change lies not in American relations with other countries, but in the 
.r elations of Euro pe to the Third World. 1 ' 1 before 1960, most of Africa, 
along with other now independent countries, remained under colonial 
rule. Since then, about fifty countries have become independent, and over 
time these former colonies have become more assertive. After the abortive 
British-French Suez invasion of 1956 and the withdrawal of most British 
forces cast of Suez in the late 1960s, it was obvious that Europe would no 
longer play a major role in controlling events outside that continent, lire 
erosion of European colonial hegemony, not American military power, 
added to the complexity of world politics and to the pressure on the 
United States as well as the other industrialized countries for economic 
regime change. 

In short, the theory of eroding hegemony, though a useful part of the 
explanation of postwar economic regime change, is not as neat an overall 
structure explanation as it first appeared to be. Nor is it a very good basis 
for prediction. Th e ap parent inevitability of decline, portrayed by the 
eroding he gemony model (even with these qualifications), may to some 
extent be an Illus ion, precisely because of the inadequacy of its assump- 
tions about dom estic politics, interests, and issues. In the leading state, 
interests in maintaining sysVemic'leadcrship and in paying the cost will 
persist, particularly among multinational corporations based there, the 
financial elite, and governmental bureaucracies charged with maintaining 
good relations with allies. In the governments of secondary powers, as 
well, no firm consensus is to be expected. Dependency may provide com¬ 
forts for some parties, necessities for others. There may be coalitions across 


national boundaries for preserving international economic regimes. Regime 
maintenance mav not require military hegemony, but may rest on vested 
Interests in several countries. Foreign policy may respond to particular 
mteicsls — which sometimes may favor regime maintenance. 

IbpjlIgUnjpnt about eroding hegemony also suffers from its disinclina- 
ho lL.. l iLi!!il. (, I« , i!.bate among issiie'jireaVTet dominant rule-making power 
m one area does not necessarily imply effective control over other areas 
as well. American dominance has eroded more rapidly on petroleum 
issues than it did on issues of international monetary policy or trade in 
manufactured products. Where the use or threat of force is ineffective, it 
will be more difficult lor a major power, in what would formerly have 
been a hegemonial position across the board, to influence policy in one 
issue area by using resources not specific to that nrea. Tills difficulty was 
particularly evident in the petroleum crisis of 1973-74: although the 
n S - tiUCS Wns ,m,cl1 slron g‘ !r ndlltarily and economically than the 
Middle Eastern oil producers, It was unable to porsuade them to reduce 
oil pricos. 

... 1 '’ i " K,| y» l , : < >iL l .'.gJ.'.9g« 1 !.l!<>i.iy nrffiimp nt ignores the complications i„. 

V™'! 1 ?!?. by multiple channels of contact among societies-in the form 
llr "w ''"d.Mther Ira n sn n lionanietors, or informal, trans- 
8?vemn^al_«>ntacts among burcaucraeies^Soine of 'thc'domestic politi¬ 
cal reactions against an open, internationalist policy result largely from 
the real or perceived effects of foreign investments by multinational firms. 
In their activities abroad, multinationals are likely to increase the appear¬ 
ance of United States dominance, due to their visibility and their role as 
carriers of American popular culture, but it is at best uncertain whether 
they really contribute to United States power overseas. ,r ’ Thus they intro¬ 
duce new ambiguities into the calculation of power, and possible disjunc¬ 
tions between the reality of power and its appearance. 


ISSUE STRUCTURE 

Ihc elegance of the overall structure model derives from its basis on a 
simple interpretation of structure as the distribution of power capabilities, 
in the aggregate, among states. On the basis of these distributions, it 
promises significant predictions about patt erns of "behavior. 10 However, 
one must assume that there is a hierarchy on isuc s""witii mili tary security 
- ^ rr - ,e J < T- and f»rco. fe-Wjabje, sinco'rtlienv lse one coidd find^ry ' 
Pi'forept patterns of politics, and regimes, for difreren t issueT areas, the 
overall structure explanation assumes that power, like water, wilf find a 
common level: discrepancies between which states arc dominant on one 
issue and which predominate on others will be eliminated in important 
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cases I)V linkages drawn by powerful stales through llie use or llneat of 
force. Insofar as an issue is relevant In military security (be most powerful 
stales, in the aggregate, will be able to control it. 

These assumptions can be challenged. After I97.T, lor instance, it became 
obvious that power in petroleum issues was distributed very differently 
than in other issue areas of world polities, and the discrepancy has con¬ 
tinued to persist up to this writing. To explain such a situation,'one could 
turn to an issue structure model in which force is usable only at high cost, 
and military security is not at the top or a clear hierarchy of issues for 
jgovernments. From these assumptions the issue structure model infers 
{that linkages will not be drawn regularly and eifoclivoly among issue 
aicas. Power resources, it holds, cannot under these circumstances easily 
be transferred. Power will not be fungible, as in the overall structure 
model; military capabilities will not be cNeclivo in economic issues, and 
economic capabilities relevant to one area may not be relevant to another. 

Observation of contemporary world politics lends general plausibility 
to this formulation. It is clear that different issue areas often have different 
\ political structures that may be more or less insulated from the overall 
' distribution of economic and military capabilities. They diller greatly in 
thch domestic politics, in their characteristic patterns of politicization, 
and in the interest groups that are active. For instance, small numbers of 
bankers, who control huge linuncinl institutions, are very inilueulial on 
international monetary issues; whereas inlluence on trade is much more 
broadly shared. 17 In oceans politics the pattern is complex, with coastal 
fishermen, distant-water fishermen, scientists, oil and hard minerals com¬ 
panies, and navies all involved. Saudi Arabia, Libya, Iran, and Kuwait 
may be very important on petroleum issues but virtually inconsequential 
on questions relating to the international regime for the oceans, world 
food problems, or GATT rules for trade in manufactured products. Like¬ 
wise a major food producer such as Australia or an important trading 
country such as Sweden may not play a significant role, on petroleum 
issues. 

Yet, though issue structuralism differs in important ways from the tradi¬ 
tional overall structure explanations, it has a similar form of argument 
j about regime change: the st rong states (in an issue area) will make the 
' pules. A basic assumption of the issue structure model, however, is that 
although states may be tempted to draw linkages among issues, such 
linkages will be generally unsuccessful. The premise of issue structuralism 
is that power resources in one issue area lose some or all of their effective¬ 
ness when applied to others. Thus, unlike the overall structure explana¬ 
tion, issue structuralism does not predict congruence of power across 
issues. On the whole, then, analysis of politics will have to be conducted 
by issue area. Within each issue area one posits that slates will pursue 
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their relatively coherent self-interests and that stronger stales in the issue 
SVM. m will dominate weaker ones and determine the rules of tl.e game ’ 

Issue structuralism thus is capable of generating clear predictions for 
patticnlai situations. let as a theory, it is less powerful than the overall 

si■ "cl"re expla... because the analyst needs more information: he or/ 

she needs to know.I only the overall structure of military, or militaJ 

am economic power; but how that power is distributed by issue area 
Although it ,s less powerinl, issue structuralist theory is more Mscriminafl 
mg, since it can distinguish among issue areas that are crdcihl in anaEzmg 
much or contemporary world politics, particularly the politics or interna 
(tonal economic relations. The two assumptions of the complex interde¬ 
pendence model that it incorporates therefore increase the closeness of fit 
of its predictions with some aspects of reality, at only partial sacrifice of 
predictive power. 

Like the overall structure explanation, an issue structure explanation of 
Mm poll tics ol economic regime change in a specific issue system such as 
oceans or money, distinguishes between activity taking place witliin a 
legunc and activity designed to inlluence the development of a new 
logiino. In the former case, the international regime for the issue is re-1 
garded as legitimate by major actors, although minor disagreements may 
exist. National policy options are constrained by the regime. Politics takes ' 
place within the ground rules laid down by the regime, and^cl^dLTjr ' 
directed toward small advantages, favorable adjustments,,,,- exceptions to 
PA-rn , thc Gc " eraI AgrecincnrdirTdfitts and Trade 

((.All) during much of the 1950s and 1960s conformed to this picture. 

artieipants accepted GATT rules but attempted to secure waivers for 
specific interests of (heir own. 1 " Within (he European Economic Com¬ 
munity, (be polities or regional implementation" exhibits similar charac¬ 
teristics: the legitimacy <»r the rules is not challenged, but the members 
may seek lo bend or delay them. 11 ' Governments attempt to take advan¬ 
tage ol asymmetries in sensitivity; but do not manipulate vulnerabilities 
vciy much — since the regime itself constrains policy change. 

(Hie second aspect of political activity in an issue area) 
.what is ehal euged is not merely a set or effects implied by rules but the’ 
•^-‘JlSSKplyc?. I he nature of the regime is questioned by major partici- 
1 ants, and the political struggle focuses on whether, and in what ways 
the regime will be restructured. Thus the concept of vulnerability inter¬ 
dependence is most appropriate here. ' 

This distinction is important for issue structure explanations because 
pmver resources that provide inlluence in political activity often differ 
Mlh llu two aspects of the problem. Where the rules arc taken for | 
gianted, they may create asymmetries in sensitivity interdependence. For / 
mstance, as long as traditional international laws' requiring prompt and ‘ 




K change 
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adequate'compensation for Iho nationalization of foreign investment were 
in eAcct, small host countries with weuk economies and lulminislriilioiis 
tended to lie more sensitive to the decisions of foreign investors (mid the 
homo governments) than the investors were to their decisions. 

When the rules me questioned, or the international regime is changed 
unilaterally, the principles that channeled sensitivity Interdependence no 
longer confer power benefits on the actors that had benefited by them. At 
this point, politics begins to reflect different power resources, relative vul¬ 
nerability, not sensitivity, or what can be considered as the underlying 
power structure in the issue area. On foreign investment issues, for in¬ 
stance, governments gained power as inhibitions against expropriation 
declined. The power resources that allcel rule-iw/A/ng allow their holders 
to implement alternatives and to challenge assumptions about the current 
use of influence in an issue. Issu e st ructuralism allows us to prcdietjjial. 
when there is grea t incongruity in an issue area between the dislributioji- 
of [row er f n the u nderlying structure, and ils distribution in current use, 
•there will lie pres sures for regime change. 

both aspects of power arc important, but for the issue structure model 
the underlying power structure is more basic, since breaking or creating 
regimes means changing the rules that channel the patterns of sensitivity 
Interdependence. To a considerable extent, regime change occurs because 
of the difference between the influence and beuolils under an existing 
regime and the expectations of dissatisfied slates about the eliccls of new 
rules. When there is an incongruity between the influence of a stale under 
current use rules, and its underlying sources of power to change the rules, 
issue structuralism predicts sharp rather than gradual regime change. for 
example, in 1971 the incongruity between American sensitivity to declin¬ 
ing monetary reserves (under rules about fixed exchange rales) and its 
underlying rule-making power (based on the importance that American 
CN1’ conferred on the dollar) led to a sharp break of regime. 

Limitations of Structural Explanations 

Issue structuralism is often useful when the costliness of force or the ab¬ 
sence of a major security concern limits the validity of explanations based 
on the overall power structure. Hut to the extent that linkages of issues are 
successful, the explanatory value of the issue structure model is reduced, 
since political outcomes in particular issue areas will no longer be ac¬ 
counted for simply by political resources in those areas. Moreover, in 
some situations linkages may come not from states with great overall 
power, but from poor, weak slates. In the bargaining over the law of the 
sea, for example, much of the linkage has come, "from below,” as poor, 
weak states find it to their advantage in conference diplomacy. This link- 
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age from below is an anomaly which neither structural model adequately 
explains. 1 } 

Another problem withi both s(riietuml_explanations is th eir ex clusive 
1,,a,s cut)mbilities of states; they ignore dome stic and trans- 

national political actors. We have already shown how this focus _ limits the 
overall structure explanation of postwar regime chnngc. That limitation 
is not overcome by an issue-specific formulation of the structural argu- 

^. '•<'gi';'f.i - for example in trade umong major industrial coun- 

tiios — have persisted despite shifts in the underlying power structure; 
others-as we shall see in our study of oceans policy-have changed 
despite continuity of power. 6 

More generally, understanding the changing regimes that govern inter¬ 
national interdependence requires an understanding of both structure and 
process. International structural explanations are generally inadequate 
unless coupled with an account of political process. In terms of the dis¬ 
tinction developed in the previous chapter, there is likely to- be a discrep-” 
nnoy between the structure of power.as reso urce s, (wlicthcr'mllifnry as in 
a stark realist lormulalioii or economic as in the issue structure approach), 
and power as control over outcomes and.measured by the.pattern of out- 
lrilllK,illi(m rn,nl capabilities to outcomes depends on the poli¬ 
tical process. Skill in political bargaining aflacls the translation. States 
with intense preferences and coherent positions will bargain more effec¬ 
tively than stales constrained by domestic and transnational actors. And 
even slates with coherent positions may find their bargaining position 
weakened by the institutions and procedures that characterize a given 
regime, as figure 3.1 illustrates. 


IMClURir 3.1 Structural models of regime change 
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i ln tile simplest (ancl least interesting) structural expliiimlions, a shift of 
overall or issue-specific capabilities (hir example, caused by a war) leads 
directly to regime change. In the more, sophisticated slmclmal explana¬ 
tions indicated in the diagram, a regime creates a bargaining process, 
which lends to a pattern of outcomes. If that pattern is incongruous with 
the overall power structure (or in the issue-specific model, the underlying 
powci stiucture in the issue area) and is intolerable to the strongest stales, 
there will be n regime change to reduce the incongruity. The structural 
approach views the regime and the bargaining process as having no auton¬ 
omy. The validity of that assumption depends on the conditions of world 
politics that we examined in the last chapter. 

In conclusion, our criticism of the structural explanations does not mean 
that we reject them. On the contrary, their simplicity makes them tire 
best startin g point for anidy/.ing regime change. Our care in elaborating ’ 
the structural models of economic regime change — including the tradi¬ 
tional model, whose proponents have often portrayed it as universally 
valid blit neglected to .relate it carefully to economic regime change — 

- Indicat es .. t hat - W C.Jj.eIie.ve-they have some explanatory power under cer¬ 
tain explicitly stated conditions. Our purpose is not In demonstrate (lie 
• ^cor rectne ss of international structural theory but to indicate that, even 
when carefully reformulated, it provides only a partial explanation. 

AN INTERNATIONAL ORGANIZATION MODEL 

ijlOne way to think of the structure of world politics is in terms of the dis- 
jljtnbution of capabilities (overall or within issue areas) among the major 
|||actors of world politics. This is the concept of structure used in the over¬ 
all structure and issue structure models. It is also possible, however, to 
define another kind of structure. One can think of governments as linked 
not meicly by formal relations between foreign olliccs but also by inter¬ 
governmental and transgovernmenlal ties at man)- levels - from heads of 
government on down. These tics between governments may be reinforced 
by norms prescribing behavior in particular situations, and in some cases 
by formal institutions. Wc use the te rm international organization to refer 
to these multilevel linkages,...namis, aadJmstitutions. International organ! ^ 
zation in ..this sense is another..type.of world political structure. 

In oui international organization model, these networks, norms, and 
institutions arc important independent factors for explaining regime 
change. One may even have international organization in this sense with¬ 
out any specific formal institutions: one can speak of the international 
organization of Canadian-American relations even though, as we shall see 
in Chapter 7, formal international institutions pluv onlv a minor role in 
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t ie relationship. International organization in the broad sense of net¬ 
works, norms, and institutions includes the norms associated with specific 
international regimes, but it is a broader category than regime, because it 
also includes patterns of elite networks and (if relevant) formal institu¬ 
tions I bus, the lirellon Woods inlerimlional monetary regime prescribed 
countries financial dealings with one another; but the international or¬ 
ganization of the monetary issue area during that period also included 
Jormal organizations such as the International Monetary Fund and net¬ 
works of ties among national treasuries and central banks. And this inter¬ 
national organization of the monetary issue area existed within a broader 
pattern of international organization, including both the formal institu¬ 
tions or the United Nations and informal networks of ties among govern¬ 
ments, particularly among governments of advanced industrial societies 
belonging to the OECD. 

The international organization model assumes that a set of networks |j 
norms, and institutions, once established, will be difficult either to eradi¬ 
cate or drastically to rearrange. Even governments with superior capaij 
bihties-overall or within the issue area - will find it hard to work their 
wi I when it conflicts with established patterns of behavior within existing 
networks and institutions. Under these conditions the predictions of over¬ 
all structure or issue structure theories will be incorrect: regimes will not 
become congruent with underlying patterns of state capabilities, because 
inlei national organizations as defined above will stand in the way. 

Thus, the international organization model will help to account for 
iallures of the basic structural models of regime change. Regimes are 
established and organized in conformity with dist ributions of capabilities’’ 
JlUtsMbsequently the relevant networks, n orms, and'institiitions will them-’ 
■ so !^-'""Hlice..‘wt<>iV abilities.to use, these c a pabilities.”As time pro! 
gresscs, the underlying capabilities of states will become increasingly poor 
predictors of the characteristics of international regimes. Power over out¬ 
comes will he conferred by organizationally dependent capabilities, such 
as voting power, ability to form coalitions, and control of elite networks: 
that is, by capabilities that are affected by the norms, networks, and in¬ 
stitutions associated with international organization as we have defined it. 

In the United States General Assembly, for instance, one cannot predict 
resolutions correctly by asserting that the most powerful states in the 
international system (such as the United States and the Soviet Union) will 
generally prevail. Instead, one has to examine governments' abilities to 
influence, and benefit by, the one-statc-onc-vote system by which the 
formal decisions of the assembly are made. 

I bus the international organization model helps to resolve some of the 
puzzles that could arise for someone who believes in the overall structure 
or issue structure model. Some regimes may not change as rapidly as 
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underlying power capabilities; for these regimes and others, we will be 
unable to predict patterns of outcomes simply from a knowledge of the 
distribution of capabilities among governments. The international organi¬ 
zation model provides a dynamic of red me change, as well as nn~exp )nna- 
ti on. in certa in instan ces, of in ertia. As we noted before, international 
organization" in our sense provides the context within which regimes 
operate . Internation al or ganizat ion — either in issues <|uite apart from the 
issue area of a regime, or Within that issue area — may affect th e reg ime,. 
The networks, norms, and institutions of the United Nations, for instance, 
have nffected the international trade regime, particularly since the forma¬ 
tion of the United Nations Conference on Trade and Development in 
1964. Similarly, the practices of the United Nations system nlfocted the 
influence of various governments over General Assembly resolutions de¬ 
manding a new international economic order. Such an order, developed 
through the United Nations, would be likely to alfect the international 
trade regime, and, more important, to influence* the IMF-centered inter¬ 
national monetary regime and perhaps eventually to stimulate the devel¬ 
opment of an international regime to control direct investment. The 
general point is clear: international regimes can be changed by decisions 
that are themselves affected by international organization in our sense, 
Figure 3.2 is a diagram of the international organization model. Existing 
norms and networks, as well as underlying capabilities, influence organi¬ 
zationally dependent capabilities, which in turn affect outcomes. If one 


FIGURE 3k2 An international organization model of regime change 



a At the beginning, the organization of a regime is affected by underlying capabilities 
of states, but not on a continuous basis. 
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uside.s only the solid hues in (he diagram, this system could be self- 
peipc Haling, will, considerable stability, vet not determined entirely by 
underlying patterns of capabilities. The dotted line indicates the major 
souice of change: other networks, norms, and institutions may interfere 
w in (he specific nrganiznli.mul configuration under consideration thus 
alleelnig the nalme of the regime. As we shall see in the next chapters, 
the mles, norms, and procedures of the United Nations have had such an 
elieel on regime change in the oceans Issue area: the organizational con- 
, within winch decisions were made greatly airected the rules about 
me use ot oceans space and resources. 

Allhough tin* international organization model includes important fac¬ 
tors Ilia) are ignored or downplayed by the basic structural models, it 1ms 
sonic significant limitations of its own. It is more complicated than the 
basic structural approaches, roipihing more information. It does not pre¬ 
dict how international regimes will change from a single variable such as 
iiitei national structure. Indeed its fpoiisijinJha^oliUcaLp meesscs 
a cd .>yitli..iutcriialioiial .organization ..implies that actors ’ strntnglw n» ,l 
«232?!«5 hi implcincntiug them, can .substantially affect the evolu¬ 
tion of internabona! regimes. Furthermore, it is much Te'ss dctmriinisiic 
than the basic structural models, leaving wide latitude for choice, decision, 
unu nmUipId-lcivt'l bargaining. 

I lie I actors on which the international organization model depends are 
also more temporary and reversible than those of tile basic structural 
models. If powerful governments decide to destroy the existing regimes 
and have (lie determination as well as the ability to do so, the regimes and 
llicir associated organizations will no longer have lives of their own. The 
international organization model postulates that the costs of destroying a 
regime will he high when well-integrated elite networks exist on many 
ovcls among counlrios. Nevertheless, the costs of an adverse regime could 
become so great that some states would resolve to destroy it even though 
that meant disrupting those networks. At this point the basic structural 
model'* W °" d K ' C ' ,me "' t,rU re,evanl th "" tllc international organization 

We expect that under realist conditions, as described in Chapter 2 the 
underlying distribution of power is likely to be dominant (particularly 
since force is usable/, and the international organization model is not 
likely to add significantly to explanations of regime change. Under com¬ 
plex interdependence, however, we expect international organizational 
norms and procedures and their associated political processes to affect pat¬ 
terns of regime change. 1 

Please remember that the international organization model is only 
likely to apply under complex interdependence conditions, and that cveh 
then, Us predictions could lie rendered invalid by the actions of govcr.l 
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||ments determined to exorcise llicir underlying power lo change regimes. 
TJie latter point can l>o related lo onr discussion in (.’hapler J of sensi¬ 
tivity and vulnerability interdependence as power resources. 'Hie interna¬ 
tional organization model is based on the assumption that the regime will 
be stable; that is, .policy changes disrupting it will not bo possiblc...Aelors 
will manipulate each other’s sensitivity dependence lor their own gain; 
and they may make marginal policy shifts lo improve their vulnerability 
positions. But there is a limit to their manipulation or vulnerability inter¬ 
dependence; if they change policy too much, the regime itself will be 
challenged and destroyed. 

The validity of the model depends on its assumption that actors will 
not destroy the regime by attempting to take advantage of one another’s 
vulnerability dependence. If, on the contrary, this occurs, underlying 
power resources within issue areas or overall will once again become most 
important,’and structural models will be better guides than the interna¬ 
tional organization model to regime change. The two structural models 
therefore dominate the international model in the same way that vulner¬ 
ability interdependence dominates sensitivity interdependence as a power 
resource. Above a certain level of conflict the international organization 
model and sensitivity interdependence become largely irrelevant. 

COMBINING EXPLANATIONS 

No single model is likely adequately to explain world politics. Conditions 
vary too greatly. You may therefore be tempted lo say that everything is 
relevant, and indiscriminately combine all of the factors we have dis¬ 
cussed. By doing so, you would beg the questions, however, of which 
factors are most important and how they should be combined. You must 
also abandon hope for simpler explanations, even when they are appro¬ 
priate. All problems would be approached at the same level of com¬ 
plexity. 

Because of the drawbacks of a single complex synthesis, it is better to 
seek explanation with simple models and add complexity as necessary. 

I ' ’’or economic issues, we can begin with the economic process model, 
which ignores international political structure entirely and predicts regime 
:hange on the basis of technological change and growing economic inter- 
| (dependence. If such a model really explains behavior, we can omit all the 
complexities of determining the relevant structure of power. 

We believe that this will rarely, if ever, be successful. The next analyti¬ 
cal step, therefore, will be to add politics in the simplest possible way by 
seeing whether the overall structure model, alone or in conjunction with 
the economic process model, can explain regime change. Using the overall 


structure, model, we expect a tendency toward congruence across issues. 
We would expect, therefore, that actors strong on military-security, high 
politics issues would create linkages to important economic issues if they 
found themselves in weak positions on the latter. 

IT our arguments in this and the previous chapter are correct, however 
even this approach will often be insufficient. The next step, therefore, 
would be to turn lo an issue structure approach. Using this model, we 
assume that power resources are quite specific by issue area and linkage 
will be slight, Within issue areas, power resources related to vulnerability 
will dominate resources relevant to sensitivity within a regime. When the 
leghne pioduces outcomes contrary to what we would expect on the 
basis of fundamental power resources, we would expect states powerful 
at tnc vulnerability level to force changes in the regime. 

Sometimes even this refinement will not explain regime change, and 
one will have to turn lo the international organization model and examine 
how norms, networks, and institutions benefit some actors rather than 
others-m setting the. agenda, in creating presumptions or patterns of 
behavior that make certain bureaucracies within governments especially 
active on particular Issues. We will also need lo ask how international re¬ 
gimes acquire an inertial force, which allows them to persist after the 
condilions that brought them into being have disappeared. 

We shall show in later chapters that each model helps in explaining 
regime change or persistence during part of the time for at least one of 
pm four cases (oceans, money, and Canadian-American and Australian- 
Ameiicau relations). In some cases we shall need to combine two or three 
models for a full explanation. In several cases we shall require a sequence 
of models. One model may apply quite well for one period, but poorly for 
anolhei. It would not be wise to develop a single amalgamated model; 
but under dillerent conditions, different combinations of the models will pro¬ 
vide the best explanations of international regime change and political 
outcomes. 

Our ability lo combine models depends, however, on a clear under¬ 
standing of their diflerences. Table 3.1 summarizes the assumptions of the 
models about three key questions. For the stru ctural jnodcJ, underlying, 
power can be translated into changes in international regimes without , 
high translation costs. Thus the. states with significant p owe r capa bilities , |! 
overall or within issue areas, will determine the nature of international I 
regimes. For the international organizati on m odel. , this is not the case; j 
furthermore, in this model the costs of disrupting regimes and associated 
policy networks will be so high that regimes will tend to persist even when . 
their patterns of outcomes arc not in line with under]yhig~power capa- I* 
bililies. Hie. economic process model.argucs tliat tho^economic costs of 
disrupting interdependence will be great, and that under high economic ,t 
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TABLE 3.1 SOME KEY ASSUMPTIONS OH THE HOUR 
MODELS OH REGIME CHANGE 



Overall 

Issue 

International 

licouomic 


structure 

structure 

organization 

sensitivity 

Can underlying sources of 
power be translated at low 
cost into changes in inter¬ 
national regimes? 

Yes 

Yes 

No 


Are the costs of disrupting 
policy networks high? 

No 

No 

Yes 


Are the economic costs of 
disrupting patterns of 
economic interdependence 
high? 

(No)” 

(No) 


Yes 


a. Parentheses indicate an implied answer. 

sensitivity states , will therefore he reluctant lo disrupt International 
regimes. 

We aro now rendy lo consider our case studies. Before proceeding, 
however, we must state two caveats. First, the case studies are not repre¬ 
sentative of all of world politics. We chose them for theoretical reasons 
that will be explained in Parts II and III. Second, as we said at the be¬ 
ginning of Chapter 2, none of our models is expected to apply universally. 
We anticipate that the closer a situation is to complex interdependence, 
the more the issue structure and international organization models will 
apply, and the less accurate will be the overall structure model. When 
realist conditions pertain, the reverse is expected. The economic process 
model needs political spcclRcalion before it can lie an accurate guide. 

If the overall power structure in world politics determined patterns of 
regime change, we would not need to have introduced such a complex 
set of models. World politics would be like a single great lake: often 
turbulent, but with a uniform level. Changes in the amount of water Row¬ 
ing into one part of the lake quickly have effects on the whole, body of 
water. We assume, however, that world politics is highly differentiated 
rather than homogeneous. The appropriate image for our analysis is there¬ 
fore not a single lake, but a river divided by sets of dikes, dams, and 
locks, which separate and connect various levels and “lakes." We have 
developed our models to attain a better understanding of the heights and 
strengths of the various types of dikes, dams, and locks in world politics, 
and to learn more about their architects, engineers, and lock-keepers, and 
the fees they charge. 


PART II 


Regime Change 
in Oceans 
and Money 





THE POLITICS OF 
OCEANS AND MONEY: 
HISTORICAL OVERVIEW 


The Pax Britannica of the nineteenth century is sometimes seen as the 
golden uge of international order. International economic interdependence 
was governed by regimes that were largely established and enforced by 
Great Britain. Despite the mythology of laissez-faire, Britain applied 
military force when necessary to maintain such norms as free trade and 
freedom of the seas. But the regimes were generally acceptable to other 
major powers. Naval power allowed Britain to dominate the world’s 
peripheries, though the balance of power in Europe was multipolar. In 
the words of an important British memorandum, the regimes she policed 
were closely identified with the primary and vital interests of a majority, 
or as many as possible, of the other nations [who were thus] less appre¬ 
hensive of naval supremacy in the hands of a free trade England than they 
would be in the face of a predominant protectionist Power.” 1 

Two of the key issue areas in the Pax Britannica were monetary affairs 
and oceans space and resources. We have chosen these two for detailed 
exploiation and comparison in the next three chapters because their con¬ 
tinued importance from the nineteenth century to the present allows us to 
test the applicability of our models of regime change under changing 
political and economic conditions. We shall first describe and then explain 
changes in international regimes for the oceans and monetary issues be¬ 
tween World War I and the present. We expect no single explanatory 
model or combination of models to be superior for that entire period. 
Such dramatic changes have taken place in communications and transpor- 
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tation patterns, ocean shipping, fishing, and mining activity, and in inter¬ 
national money markets and hanking systems, that one would expect 
equally striking changes in political behavior. Indeed, we began this study 
believing that our conditions of complex interdependence would be more 
closely approximated in the 1960s and 1970s than earlier, and that tradi¬ 
tional models of world politics would therefore become less relevant over 
time. As we shall see in Chapter 5, to some extent this is the case — but 
with important qualifications. 

Except for the overall structure approach, our models predict major 
differences in patterns of politics among issue areas as well as, over time, 
within them. Thus, wo chose international monetary and oceans issues, 
not just for their intrinsic importance, but for their dillerencos, which sug¬ 
gested to us that the patterns of change for their respective regimes would 
also be quite different. Doth issue areas seemed to meet the conditions of 
complex interdependence to some extent, yet there were significant con¬ 
trasts. In both, multiple channels of contact exist between societies, and 
transnational actors arc prominent. Force, however, plays a greater direct 
role in oceans questions than in money. Navies, after all, still patrol the 
seas, and occasionally attempt to reinforce national jurisdictional claims. 
But despite the role of force, oceans issues arc more diverse and less 
closely linked, functionally, than international monetary issues. However, 
political actors may see relationships among oceans issues and may there¬ 
fore group them. For instance, there is very little direct functional rela¬ 
tionship between fishing rights of coastal and distant-water states and 
rules for access to deep-water minerals on the seabed; yet in conference 
diplomacy they were increasingly linked together as oceans policy issues. 
Finally, the issues differ in the geographical fixedness of the goods in¬ 
volved. Money is one of the most fungible of items; and banks, businesses, 
and governments have well-developed networks for moving it rapidly 
across borders. Oceans policy issues largely involve questions of legal 
jurisdiction over resources that are specific In particular geographical 
areas. 

The applicability of the conditions of complex interdependence to the 
two issue areas will be explored in Chnpter 5. In this chapter we shall 
describe major events in oceans and monetary nffairs between 1920 and 
1975, emphasizing changes in the nature of the international regimes for 
these issue areas. 

Before we can analyze political processes by issue area, we must define 
"issue”; that task is more difficult than it may at first appear. Policy issues 
are not the same as objective problems, such as whether life in the oceans 
is being destroyed by pollution, or whether the international monetary 
system can finance growing volumes of international trade and investment. 
Issues are problems about which policymakers are concerned, and which 


they believe are relevant to public policy. Thus a policy issue is parllv 
subjective. 'I'he problem must be perceived as relevant to policy by people 
with iniluence over policy. 

Since issues are defined subjectively, so are issue areas. When the gov¬ 
ernments active on a set of issues see them as closely interdependent, anti 
deal with them collectively, we call that sot of issues an issue area.* When 
we do so, we are making a statement about actors’ beliefs and behavior, 
not about the objective reality of the problems themselves. We noted 
earlier that international monetary issues are much more closely linked 
functionally than oceans issues, which are connected largely by the per¬ 
ceptions of actors that jssiies involving oceans should be treated together, 
let as long as oceans issues are considered collectively, an oceans issue 
area in our terms exists. 

It is difficult precisely to define the boundaries of an issue area; this 
difficulty is complicated by the fact that these boundaries can change 
over time as issues, and their groupings, change. We therefore begin our 
discussions of the international monetary issue area, and the oceans policy 
issue area, by discussing their boundaries as we perceive them. 


the international monetary issue area 

People concerned with international monetary affairs frequently assume 
that everyone knows the boundaries of their subject, so they often do not 
define the issue area involved. To say that international financial affairs 
are being discussed is taken as definition enough. As one might expect, 
this lack of attention to definition reflects a great consensus on what is in¬ 
volved in this issue, area, and a considerable agreement, therefore, on its 
boundaries. Richard Cooper takes the major dimensions of an international 
monetary regime to be: "(1) the role of exchange rates, (2) the nature of 
the reserve assel(s), and (3) the degree of control of international capital 
movements.” 3 Few authorities would disagreed Within an international 

J liis definition is mil meant tu imply that tin* political analyst can ignore objective 
reality. Presumably, political actors who mispcrceivo reality arc not likely to achieve 
their Coals unless they adjust their perceptions, tn the long run, some congruence can 
lie expected between perceptions and reality. Nevertheless, it is on the basis of subjec¬ 
tive percept ions, not on the basis of an objective reality that no one understands in a 
definitive way, that actions are taken. Per a given situation, we begin with perceptions, 
to predict outcomes, or future perceptions, it may be highly useful to have further 
information about the reality being perceived. 

I l 1 or instance, under the Uretton Woods regime, which was in operation (with some 
qualifications) during the 1900s, United States dollars and gold were the major reserve 
assets; exchange rates were fixed and were not to deviate more than 1 percent from 
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monetary regime, however, oilier issues emi nrise, in particular, problems 
of lUjiiiditij, adjustment, nml cim/ii/nur," 

It is very important to keep in mind this dislinelion holwecn issues lliat 
focus on what kind of international monetary regime should exist, and 
those centering on relationships within a given regime. Discussions of the 
extent to which exchange rates should (luetuale, nr the role of gold as a 
monetary asset, clearly belong in the former ealegnrv: problems of whether 
the sterling-franc rate was correct in the late 1920s, or whether enough 
liquidity existed in the early 1000s, fall into the latter set. Although the 
distinction is not perfect, we emphasize questions of regime change rather 
than details of the political process within an established regime. 

We define the international monetary issue area as the cluster of issues 
seen as relevant by policymakers to decisions about wlmt kind of inter¬ 
national arrangements should exist on exchange rates, reserve assets, and 
control of international capital movements, along with issues seen as rele¬ 
vant to adjustment, liquidity, and confidence, within a given regime or 
nonregime. 

To what extent arc the international monetary policy themes clear and 
consistent throughout the period? Since the Treasury Department has the 
major responsibilities for the United Stales in international financial policy, 
we examined United Stales Treasury Department Annual llc/iorts for four 
years in each of the decades since 1920, and Including 1972. Conventional 
categories such as "money,” “trade,” "foreign loans,” “aid,” and "private 
investment,” along with items having to do with taxes, almost covered the 

par except when official devaluations took place, and InliTiialional capital movements 
were, for the most part, unrestricted (altlmnah several exceptions could he noted). 
Since tlie late 1000s, Special Drawing HiyMs (SI )Us) created hy inlernovcrnmcnlal 
agreement, have become reserve assets in addition to gold and foreign exchange (which 
refers to holdings by a given country of other countries' convertible currencies — cur¬ 
rencies that can he exchanged for other currencies, if rail for gold). Exchange rates 
among major currencies nre usually not fixed, and therefore fluctuate daily; and mi the 
whole, international capital movements are still unrestricted. 

"Conventionally, problems arising with international mmielary regimes’arc classified 
under these headings. Liquidity refers to the indue of international money (K0l<l, 
foreign exchange, and now SDKs) in circulation in llu* .system. If there is loo little 
liquidity, international financial flows may ho unduly restricted; if there is too much, 
inflationary tendencies may manifest themselves. Adjustment refers In ways in which 
countries enn change the relationships of their economics to the outside world to more 
nearly balance their payments. Adjustment measures can he either internal (such as 
domestic “austerity” programs) or external (such as changes in exchange rates). Confi¬ 
dence refers to the attitudes of holders of liquid financial resources toward currencies: 
if confidence in tlie current value of a currency is low, it is likely to be sold on balance 
by private parties, thus putting downward pressure on its value. For a full discussion 
of international monetary relations in the JUOOs, see lUrlinrd N. Cooper, The Eco¬ 
nomics of Interdependence (New York: McGraw-Hill, for the Council on Foreign Rela¬ 
tions, 1968). 


|>iig(\s ul the treasury s reports devoted to international questions. Further- 
more, williin llu* inlornalional mtmutary area, seven key phrases accounted 
lor over three-.,mirlers of tlie total headings. As Table 4.1 shows, concern 
with gold (particularly gold movements) was prominent throughout the 
half century. Since these concerns and those having to do with foreign 
exchange are closely related, and since both arc also related to what we 
now call balance of payments issues, the table actually understates the 
continuity in the reports. Clearly problems of flows of financial assets 
(foieign exchange and gold-)- nnd-thc balance of payments situations asso¬ 
ciated with such flows have been perceived as important throughout the 
half century. Generally, the policy issues at the core of the international 
monetary issue area have remained remarkably consistent. 

Not only do policymakers perceive the international monetary issue area 
as tightly connected; many functional linkages seem, in fact, to exist. Al¬ 
though sensitivity between monetary events taking place between any 
two major countries has varied, it has always been significant between 
1920 and 1976, except when exchange controls have been very tight, 
particularly during World War II. This issue area does not necessarily 
include all countries in the international political system; currently, it does 
not include the Soviet Union, China, and other states whoso governments 
have tried to isolate themselves from the ell'ects of international financial 
Hows. Nevertheless, because diverse international monetary activities are 
connected functionally, the issue area does not exist merely in the eyes of 
its beholders. Perceptions of policymakers can profoundly affect the inonc- 
taiy system, hut they did not create it, and, short of major political up¬ 
heavals, changes in those perceptions cannot destroy it.' 1 

Tlie International Gold Standard before 1914 

Discussions of international monetary regimes since 1920 invite compari¬ 
sons with the prc-World War I gold standard, which was viewed by con¬ 
temporary hankers and officials' as an automatically self-equilibrating 
system. It is difficult to understand later events without realizing that the 
minds of ollieials in the 1920s and even thereafter were cluttered with 
images of the prewar system, which many saw as an ideal to which the 
world should return. 

The classic interpretation of how the gold standard operated was pre¬ 
sented by the Cunlill'c Committee, established by the British government 
toward the end of World War I. This committee argued that the Bank of 
England reinforced the efiecls of gold movements by raising the discount 
rate when a gold drain reduced its ratio of reserves to liabilities, thus re¬ 
stricting credit and reducing prices, economic activity, and employment. 

It commented; 1 
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Tlici'u whs therefore hd iiiiloiimtk' machinery by which ihc volume of pur- 
fltnsiiijr power in this cuimlry wiis continuously luljusled lo world prices of 
commodities in general. Doineslie prices were autonmlicnlly regulated so as lo 
prevent excessive imports; mid the croiillon of blinking credit wns so controlled 
llml haokiiig could he salely permitted a freedom from Slate interference which 
would not have been possible under a less rigid currency system.^ 

In the offieiiil view, this self-equilibrating system was an excellent de¬ 
vice. Little concern was expressed that under this interpretation the 
burden of adjusting to change— especially through unemployment — was 
borne by the working class, in particular its most marginal members. 

More recent analysis has thrown considerable doubt on this interpreta¬ 
tion of the gold standard system. Arthur Bloomfield has shown that central 
banks were more active than the Cunlific report allowed, and that they 
used a greater variety of techniques: 

Unquestionably, convertibility was the dominant objective; and central banks 
invariably acted decisively in one way or another when the standard was 
threatened. Hut this did not imply unawnrcncss of, or indifference to, the effects 
of central bank action upon the level of domestic business activity and confi¬ 
dence, or neglect of considerations of central bank earnings and other subsidiary 
aims, or sole reliance upon movements of the reserve rntio in deciding upon 
policy. . . . I r ar from responding invariably in a mechanical way, and in accord 
with some simple or unique rule, lo movements of gold and other external 
reserves, central hanks were constantly called upon to exercise, and did exercise, 
discretion and judgment in a wide variety of ways. Clearly, the pro-1914 gold 
standard system was a managed and not a quasi-automatic one, from the view¬ 
point of the leading individual countries. r ' 

Although Ihc Cunlifrp Gommilleo had emphasized domestic effects of 
Bank of England policy, by 193.1 dominant opinion about the prewar gold 
standard increasingly stressed the effects of British discount rates on 
intnnuilional Hows of capital. As the Macmillan Report indicated in that 
year: 

The automatic operation of the gold standard . . . was more or less limited 
to the sphere of the Bank of England and was satisfactory in its results only 
because London was then by far the most powerful financial centre in the 
world . . . and could. lhu.s_by. the operation of her bank rale, almost immedi¬ 
ately adjust her reserve position. Other countries had therefore in the main lo 
adjust their conditions to her." 

London was not the only major financial center — Berlin and Paris were 
also important — but it was certainly the most important. Increases in 
British interest rates, or reductions in the flow of new loans to peripheral 
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areas, greatly affected short- ami long-lenn capital (Imvs, and thus balances 
of payments, not only of Britain hut of stales dependent on her, These 
effects occurred even if several central banks all raised their rates propor¬ 
tionately to the rise in British interest rates, because tighter monetary 
conditions stimulated shifts toward liquid assets, which meant increased 
balances of key currency countries al the expense of minor centers. 7 Con¬ 
trol was thus asymmetrical, as Britain shifted the burden of adjusting to 
change to peripheral,countries such as Argentina, which depended heavily 
on British trade. The secondary key currency centers, Berlin and Paris, 
acted similarly: the hierarchical system allowed them to draw funds from 
lesser centers, ns Britain was drawing funds from them. Thus the system 
was remarkably stable, though it was not nearly as thoroughly dominated 
by Britain, and by sterling, ns earlier writers hail thought: 

1 lie extra control of the Bank of England over the sleriing-mark exchange 
might conceivably have placed excessive strain on German reserves as money 
grew lighter in London. The financial structure was such, however, as to give 
the Beichsbank a similar advantage in moving the exchange rales on smaller 
neighboring countries in favor of Germany, This hierarchy of shorl-nm financial 
influence, through which funds moved from lesser to greater financial centers 
as interest rales rose everywhere, helped to minimize monetary friction among 
major centers by passing the shorl-nm financial adjustment burden along to 
the peripheral countries. It provides a striking contrast to the tendency of New 
York and London to compete for the same mobile funds in later years without 
either center's having decisive drawing [lower over funds from Gonlineiital 
countries in payments surplus.* 

The impressive degree of British control is illustrated by I ho small 
amounts of gold that the Bank of England and the British Treasury were 
required to hold. Confidence in sterling was so great that in 1913 the Bank 
of England held only about $165 million worth-of gold, or less than 4 
percent of the total official gold reserves of thirty-live major countries al 
that time. Britain’s holdings of gold were, less than 15 percent of those of 
the United States and less than 25 percent of those of either Hussia or 
France; they were also exceeded by the official gold holdings of Germany, 
Italy, Austria-Hungary, and Argentina." The need to hold so little non- 
interest-bearing gold was a mark of strength, not weakness: 

London could economize on her gold holdings, like any good banker, because 
of the quality of her other quick international assets, her institutional structure, 
and because, such was the power of Bank rale and the London Market rate 
of discount, gold would always flow in the last resort from other monetary 
centres. 10 
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I lie stability ol this system rested on its hierarchical structure and on 
financiers confidence in the continued convertibility of sterling, and other 
major currencies, into gold at par value. Liquidity was increased not 
merely by new gold discoveries and by diverting monetary gold stocks 
into official reserves, but also by increasing holdings of foreign exchange. 
Whereas world official gold reserves approximately doubled between 
1900 and 1913, official holdings ol loreign exchange increased more than 
fourfold; by .1913 foreign exchange accounted for 16 to 19 percent of 
total reserves." 

Financial hierarchy was reinforced by political hierarchy. Britain was 
not militarily dominant over either Germany or France, but she had 
access to much more extensive and prosperous areas overseas. This 
advantage was reflected in other countries’ holdings of the foreign ex¬ 
change ol the three key states: Britain, France, and Germany. Only about 
L9 percent of European holdings of these three currencies in 1913 were in 
sterling, whereas over 85 percent of non-European holdings of those cur¬ 
rencies were held in sterling. 1 " 

Peripheral countries generally allowed their money supplies to be in¬ 
fluenced strongly by actions ol central banks in the center countries. Even 
lor advanced small stales with well-developed banking systems, the move¬ 
ment of short-term funds “was undoubtedly much more responsive to 
changes in the discount rales of the Bank of England and other largo 
central banks than to changes in their own.” 10 Argentina, which de¬ 
pended heavily on Britain, allowed its gold flow to determine its money 
supply; it had no effective central bank to control the process. Tlius 
Argentina “could not nullify the negative effects of changes in British 
interest rales on its own economy,” It is not at all dear, indeed, that the 
peripheral slates’ governments understood the processes that were going 
on or the disadvantageous position that (hey occupied. The absence of 
balance of payments statistics, and the lack of knowledge of the extent to 
which the system was managed by key central banks, rather than being 
“natural,’ probably helped to maintain the system’s stability by making 
the inequality ami its causes less visible. In addition, local oligarchies in 
the peripheries benefited from the system. 1 ' 1 

Although often viewed as a very long period extending into the murky 
[last, the international gold standard s life span was actually less than half 
a century. Some authorities date its beginning from the 1870s, when 
France, Holland, the Scandinavian countries, and the United States dis¬ 
continued the use of silver coins and tied their currencies to gold; others 
date it from 1880 or even 1900, reflecting the adherence of Austria-Hun¬ 
gary, Hussia, and Japan to the system during the 1890s. 10 

Moreover, the international gold standard did not operate as smoothly 
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as lias sometimes been supposed. The central banks were not particularly 
sensitive to the international effects of their actions. They did not co¬ 
operate to manage the international gold standard in the general interest 
(although the central banks of England and France did cooperate some¬ 
what). Yet by the end of the period, the need for such cooperation was 
increasingly apparent as a result of the growth and volatility of short¬ 
term capital. After 1907, “there was a growing sentiment in certain i|uarters 
in favor of some kind of systematic international monetary coopera¬ 
tion, the absence of which was a conspicuous feature of the pre-1914 
arrangements, in order to minimize undue shocks to the payments system 
from these and other sources." 10 

Tims the prewar gold standard was by no means immutable. Foreign 
exchange was being used increasingly in reserves; capital movements were 
becoming more disturbing; and the need for cooperation was increasingly 
evident. More fundamental political changes were also taking place. As 
the working class gained political power it would be able to light 
adjustment policies that caused unemployment and wage cuts, as the 
British strikes of 1926 later indicated. As peripheral countries became 
somewhat snore automonous, their policies would become loss passive. 
And perhaps most important, the United States was becoming more promi¬ 
nent in the international economy. Even without the stimulus of World 
War 1, it would eventually have begun to compete with London for funds, 
and the hierarchy would have been broken.” 

The end of the international gold standard in its well-functioning phase 
came with the beginning of World War I. But the trends we have just 
enumerated, which were intensified by the war, were by no means created 
by it. One can therefore assume that eventually the international gold 
standard would have collapsed or have been transformed, even without 
the war; however, the conditions under which that would have taken 
place, the form it would have taken, and its effects can never be known. 

In practice, therefore, the prewar gold standard was short-lived, man¬ 
aged (although with national orientations rather than an international 
one), and highly subject to change. It rested on political domination - the 
domination of the wealthy classes in Britain over less prosperous groups, 
and of Britain, France, and Germany over peripheral countries. Thus the 
reality diverged substantially from the myth of an eternal, automatic, 
stable, and fair system, which could only be damaged if tampered with by 
politicians. Yet in later years, the myth was in many ways more powerful, 
in its effects on behavior, than the reality itself. The rules of the old regime 
were no longer being followed - indeed, they Imd never been followed as 
perfectly as people imagined-but they remained the standard of be¬ 
havior for statesmen and bankers, particularly in central countries such 
as Britain. 


Intcrnnlionnl Monetary Regimes, 1920-76 

You will recall (hat we distinguish regimes from one another on the basis 
of their formal or de facto rules and norms governing the behavior of 
major actors. When shifts in rules and norms are very sharp, regime pe¬ 
riods can lie distinguished without difficulty; but sometimes changes are 
gradual or sequential, and then the choice of periods inevitably becomes 
somewhat arbitrary. This is particularly the case when, as in the 1920s, a 
series of countries joins a par value system sequentially, rather than as a 
result of general agreement, or when, as in the early 1930s, countries 
sequentially leave such a system. In such cases we have defined the regime 
periods in terms of the behavior of the key currency countries — Great 
Britain until 1931 and the United States thereafter. Following this con¬ 
vention, we have divided the fifty-six years from 1920 to 1976 into seven 
periods, as shown in Table 4.2. For each period we have indicated whether 
an international regime existed, and tho action at the period’s beginning 
that is considered to have brought the new regime into being or destroyed 
the old one. 

The following pages briefly describe the rules and norms characterizing 
each period; the degree to which they were adhered to; and the reasons 
for our choices of beginning and end-points for these regimes. The dates 
we selected are not necessarily self-evident, and any such periodization 
docs some violence to the flow of history. This review, although not a 
comprehensive description of political or economic processes in this issue 
area over the last fifty-live years, much less an explanation of regime 
change, will give readers unfamiliar with the history of international 
monetary affairs a general description of developments, and therefore 
facilitate the analysis of political processes and regime change that follows. 

During World War 1 gold exports from Great Britain virtually ceased. 
Although the international gold standard was never formally renounced 
during this period, it lapsed in effect. The pound and dollar were pegged 
together at $4,77, about 2 percent below par. 18 British citizens were en¬ 
couraged to sell their foreign securities to provide foreign exchange for the 
war cllort. By 1919, it was clear that Britain had been seriously weakened 
economically by the war, and that at least for the time being, no return 
to the 1914 parity of $4.86, with free movements of international capital, 
was possible. Thus, in March 1919, the gold-dollar peg lapsed, and from 
early 1920 through 1924, “the rate fluctuated almost completely free from 
official intervention." 18 The pound reached a low in early 1920 of $3.18, 
and remained below $4,00 until about the end of 1921, rising to approxi¬ 
mately the prewar partly by the end of 1924, in expectation of return to a 
par value system. 
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TABLE 4.2 INTERNATIONAL REGIMES IN THE MONE TARY 
POLICY ISSUE AREA, 1920-75 


Period 

Years 

Regime situation 

Anion at beginning 
of period 

I 

1920-25 

Noitregime: floating rates, 
currency depreciation. 

Beginning of period surveyed. 

It 

1925-31 

International regime {de 
facto)'. Gold-exchange 
system focused on sterling- 
dollar convertibility. 

Britain's return to gold: 

April 1925. 

III 

1931-45 

Nonregime: floating rates, 
currency depreciation, 
exchange controls 
(especially important after 
1939). 

Britain leaves the gold stan¬ 
dard: September 1931. 

IV 

1946-58 

Recovery regime: inter¬ 
nationally agrecd-on system, 
but with ad hoc modifica¬ 
tions allowed; exchange 
controls, inconvertibility of 
European currencies. 

Brctlon Woods Agreement 
of 1944 becomes operative. 

V 

1959-71 

International regime: fixed 
but adjustable parities; 
dollar convertible into gold. 

Convertibility of major 
European currencies 
achieved: December 1958. 

VI 

1971-75 

Nonregime: no stable set of 
of rules, despite fourteen- 
month period of fixed rates 
for many currencies and in¬ 
creased central-bank coordi¬ 
nation toward end of the 
period. 

United States actions 
making dollar inconvertible 
into gold: August 1971. 

VII 

1976- 

International regime: based 
on flexible exchange rates 
and SDRs, with central 
bank and governmental 
coordination on exchange 
rate policies. 

Interim Committee agree¬ 
ment to amend IMF 

Articles of Agreement: 
January 1976. 


Hales for continental currencies, which were also floating, showed greater 
volatility and less strength than the pound. After rising from 6.25 to 9.23 
American cents Irom April .1920 to April 1922, the French franc declined 
rather steadily, reaching a low point of 2.05 cents in July 1926, before 
being stabilized do laolo at the end of that year at 3.92 cents —about ono- 
lllth of prewar parity.*'" Under the impact of German inflation, the mark 
fell from about two cents in 1920 to virtually nothing by 1923. 21 Many 
observers look these results as evidence of the dangers inherent in lloating 
exchange rales. The League of Nations study conducted by Ilagnar 
Nurksc and published in 1944 argued that although short-term capital 
movements were at first equilibrating in this period, in expectation of re¬ 
turns to prewar parities, as Continental exchange rates continued to fall, 
disequilibrating speculation set in: increases in interest rates, or exchange 
depreciation, rather than attracting funds, increased speculation against 
the currency, as each depreciation provided evidence for the imminence 
or at least eventuality of another. 22 Thus speculators’ psycholog)', in this 
view, became a factor in governmental decisions. 22 

The- situation from 1920 to 1925 was not considered desirable by any 
major government involved. The Cuniilfo Committee's description of the 
prewar gold standard was regarded, at the Genoa Conference of 1922, 
not only as an accurate description of previous reality but ns a desirable 
state of ntlairs to which the world should return as quickly as feasible, 
although with some modifications to reduce the deflationary effect of 
such a change. The major powers at Genoa agreed to establish a gold 
exchange standard, in which currencies would be exchanged at fixed 
parities, but in which most countries would be encouraged to hold part of 
their reserves in liquid claims on the international gold centers. 24 The 
gold exchange standard was designed to economize on gold; although it 
was seen as a major innovation, it in fact merely legitimized and extended 
a practice that was becoming increasingly widespread before 1914. 2r ' 
Central banks, which should he ''free from political pressure,” were to co¬ 
operate closely, in order to maintain currencies at par as well as to prevent 
'‘undue fluctuations in the purchasing power of gold.” 20 

Unlike the liretlon Woods Conference of 1944, however, the Genoa 
Conference of 1922 does not signal a change in the international regime 
for monetary affairs. It became clear, particularly to Benjamin Strong of 
the Federal Reserve Bank of New York, that stabilization of the mark 
would have to precede reconstruction of the monetary order. Yet in late 
1922, Germany defaulted on its reparations obligations; in early 1923 
French and Belgian troops occupied the Ruhr; and the mark subsequently 
collapsed. Only after German stabilization in'late 1923, supported by the 
Dawes loan a year later, could monetary stability return. 27 
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The significance of the Genoa Conference is Mini its proposals fore¬ 
shadowed the system that central hankers nllcniplcd to pot into oiled 
after Britain's return to gold in April 1925, at the prewar parity of $'1.80 
per pound. Authorities agree that the return to gold was a decisive event 
that changed the nature of the international monetary regime, 2 " although 
most also agree that it was a disastrous mistake. As the historian of this 
decision puls it, the decision to return to gold was “unfortunate and, de¬ 
spite all the emphasis on the long run, represented a triumph of short¬ 
term interests and conventional assumptions over long-term considerations 
and hard analysis.” 2n A return to the gold standard at other than prewar 
parity was not seriously considered, although in retrospect it is clear that 
sterling was overvalued by about 10 percent at that rate. Yet “gold at any 
rate other than $4.86 was unthinkable.” • ln 

Chancellor of the Exchequer Winston Churchill was uneasy about the 
decision, and nsked some searching questions in a prcdccision memoran¬ 
dum, but 

he was in a difficult situation, for intellectually ho could see no alternative to 
a policy of drift, and politically he had to rely on support in official circles, the 
City, business and the country which was almost umuiimous in its desire for the 
policy actually chosen. . . . Thus Churchill really had little alternative hut to 
accept the advice generally offered, shortsighted though it was, and to adopt 
the gold standard at $4.8G. 81 

The British return to gold in 1925 was influenced by international as 
well as domestic pressures. Britain was seen as the keystone of the system, 
and a British decision to return to gold as a critical step in restoring in¬ 
ternational monetary stability. Small countries such ns Sweden strongly 
urged return; more important, the United Stales pressed for speedy and 
decisive action. As the major international creditor, and the only major 
country to remain on the gold standard throughout this postwar period, 
the United States was quite influential, despite its reluctance to make 
official commitments.- 12 

The British decisions, added to I In 1 previous Cermau stabilization and the 
French nctions of the following year, marked the beginning of an inter¬ 
national regime that lasted until 1931. The regime was established by a 
series of unilateral actions, rather than by international conference or by 
systematic alignment of exchange rates on technical grounds. It was a 
genuine international regime, with known rules, much communication 
among central bankers, and a good deal of cooperation, especially between 
the United States and British central banks. BuL it was weak politically as 
well as economically, reflecting Britain’s diminished postwar position. 

From 1931, when Britain left the international gold standard, until the 
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Ibcllon Woods Agreement of 1944 became effective at the beginning of 
316, Iheie was no comprehensive and agrccd-on set of rules or norms 
governing international monetary arrangements. The United States, which 
would have luul to assume international leadership, did not do so for the 
lust live years of the period. American officials insisted that there was no 
conned urn between war debts to the United States and reparations pay¬ 
ments due to its former allies; “the effort to develop a cooperative ap¬ 
proach to world economic recovery was thus soured by the continued 
war-debt conflict. • I1 The United States went off the gold standard effec¬ 
tively m April 1933, without consulting even the British and while Prime 
Munster Itamsoy MacDonald was at sea on his way to visit President 
Itoosevelt.-i During the -summer of 1933, Boosevclt virtually forced the 
adjournment, without significant agreements, of the London Economic 
Conference. To the consternation of his representatives there he opposed, 
m a public message, the plan of conferees to ensure exchange rate stability 
as a purely artificial and temporary expedient affecting the monetary ex¬ 
change of a few nations only-The old fetishes of so-called interna¬ 

tional bankers are being replaced by efforts to plan national currencies 
with thc^object!vc of giving those currencies a continuing purchasing 

Although France, Belgium, Holland, and Switzerland attempted to cling 
o ik p.uities in a so-called gold bloc, the domestic economic and political 
results were sharply adverse. Belgium devalued in 1935, followed by Hol- 
and and Switzerland; France finally followed suit in 1936, and in 1937 
let the franc (loaf for almost a year. 1 " Fluctuations in currency values were i 

severe, flic situation at least until 1936 was one of a pure nonregime, with n 

virtually no international cooperation. The central bankers who had previ- j] 

ously worked closely with one another, if not always in perfect harmony «' 

or with much success, had been greatly discredited by the depression 13 

particularly in the United States. Politicians, disenchanted with orthodox 
opinion, were searching, almost in (lie dark, for panaceas or at least for 
slop-gap national solutions. n 

As a judgment on the entire period, this description must be qualified 
since the Iriparlitc Monetary Agreement of 1936 (between France, Bri- w 

tarn, and the United States) was at least a symbolic step in the direction " 

ot new rules, although it provided few concrete measures for cooperation, 
the treasuries c.r the three countries - not the central banks, as would 
have been the case in the 1920s - agreed to hold the exchange for twenty- 
lour hours. In addition, “the French gained assurance that the United 
wou,tl m,l: intl,lI ge ill competitive exchange deprecia¬ 
tion, ■ • although there was no agreement to stabilize currency values in 
terms of one another. 

Nevertheless, the Tripartite Agreement was not much more than a faint 
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precursor of the international cooperation evidenced al Diction Woods, 
in 1944 and thereafter, Ilot-moncy movements played havoc with exchange 
rates even after the agreement, particularly in .1938, the first half or which 
saw a speculative outflow of funds from the United Slates, and the second 
half, the reverse. Throughout the period, monetary cooperation was hin¬ 
dered by economic nationalism as reflected by trade barriers, German 
exchange controls, and a variety of bilateral clearing and payments agree¬ 
ments. Governments tried to manipulate exchange rales to their advan¬ 
tage; indeed, freely fluctuating exchange rates were rather rare. In a 
period of worldwide economic collapse and political disintegration, it 
would have been surprising had international monetary relations been 
anything but chaotic/"' 

The onset of World War II did bring changes in arrangements govern¬ 
ing monetary affairs; in particular it brought “stricter rate pegging, tight¬ 
ened controls, and further displacement of ordinary commercial practices 
by intergovernmental arrangements.”These arrangements did not con¬ 
stitute an international regime with agreed-on rides and procedures. 
Formal agreement was reached at the Bretton Woods Conference in 19-44, 
but was not fully implemented until more than a decade later. The post¬ 
war economic plight of Europe meant, particularly after the failure of 
attempted sterling convertibility in .1947, that the European Itecovcry Pro¬ 
gram became the center of attention. The IMF “sal patiently on the 
sidelines, guarding its resources,” as the Marshall Plan was used to re¬ 
habilitate Europe. 40 Only in late 1958, when currency convertibility was 
achieved in Europe, did the recovery regime, give wav to full implementa¬ 
tion of the regime agreed to at Bretton Woods in 1944. 

Long and sometimes difficult negotiations begun in 1941 led to the 
Anglo-American Joint Statement in April 1944, which became the basis 
for the negotiations at Bretton Woods and the Articles of Agreement of 
the International Monetary Fund. Other allied countries had been con¬ 
sulted during 1943 and 1944. France and Canada produced draft plans, 
and at Bretton Woods the United States and Britain had to contend with 
the Soviet Union (which eventually rlid not join either the IMF or the 
World Bank) as well as with several small countries. Nevertheless, al¬ 
though forty-four countries attended the Bretton Woods Conference (as 
compared to thirty-three at Genoa in 1922 and sixty-six in London in 
1933), the Bretton Woods Agreement was essentially an Amcrican-Brilish 
creation. 41 

In contrast to the practices of the 1920s, at Bretton Woods the interna¬ 
tional monetary issue area was not left primarily to central banks and 
private bankers; indeed, United States Treasury Secretary Ilenry Morgen- 
thau’s objective was to create international financial institutions that 
would be instruments of governments rather than of private financial 


interests. To the annoyaiic(M)f_the American banking community, Morgcn- 
Ihau saw the issue as "a ipiestion or whether the Government should con¬ 
trol these things nr a special country club of business and the Federal 
Deserve. Within the United States government, the Treasury Depart¬ 
ment took the lead, although conflict with the State Department erupted 
irom time to time between the beginning of discussions, in 1942, and the 
abandonment of plans fur immediate convertibility of sterling in 1947. 41 

The core of the regime designed at Bretton Woods was the provision 
that countries belonging to the International Monetary Fund would set 
and maintain official par values for their currencies, which were to be 
changed only to correct a “fundamental disequilibrium" in a country’s 
balance of payments, and only in consultation with the fund. Thus cur¬ 
rency convertibility was to be ensured. Great Britain had sought greater 
freedom of action for individual countries, but the United States had 
insisted this suggestion. The IMF was to help countries maintain par 
values by arranging to lend them needed currencies, Up to amounts deter¬ 
mined in a complex scheme based on countries’ subscription quotas to the 
IMF. But on the insistence of the United States, members were not to 
have automatic access to the resources of the IMF, beyond their own 
subscriptions. The IMF retained discretion in judging the validity of 
members requests, and certain other limitations were imposed. 

I he IMF was given considerable nominal powers; but it was itself to 
be contioiled by member countries with the hugest quotas, since votes in 
the IMF were stipulated to be roughly proportional to quotas. The United 
States therefore had over 33 percent of the voting power in the IMF in 
1946; Britain held almost 16 percent. These proportions fell over the years 
but throughout (he life of the IMF, the United States has been assured of 
a veto over most important IMF decisions." 

When these airangements were concluded, allowance was made for a 
tiansitional period, during which the full obligations of the regime would 
not apply. Members could retain restrictions on financial transactions until 
three years after the IMF began to operate; then the IMF would report 
annually on them. After five years the members were to consult with the 
fund on the retention of restrictions.'"'’ Although the transitional period 
was left undefined, it was generally expected not to last long: “Until early 
1917, when the Truman administration shifted course, planners thought 
other countries would make a relatively smooth and swift transition, last¬ 
ing no longer than five years, from bilateralism to convertibility.” 40 

The transition actually lasted over thirteen years from the end of the 
war and twelve from the beginning of fund operations. In 1947 Great 
Butain s ellorts to resume convertibility of sterling lasted barely more than 
a month, at a cost of about $1 billion worth of gold and dollars. Exchange 
controls were then reinstated, the Marshall Plan went into eflect, Euro- 
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pcan currencies were devalued, and the United States accepted measures 
that discriminated against die dollar. The International Monetary Fund 
played a small role in this period. 

The recovery regime that came into being during 1947 here little re¬ 
semblance to the arrangements that had been designed at iiretlon Woods. 
Worried about what they perceived ns a critical Soviet threat to Western 
Europe, United States leaders — prompted by the Slate Department and 
followed somewhat more reluctantly by the Treasury — gave increasing 
aid and sympathy for Europe’s financial troubles. 17 Tills support was ac¬ 
companied by an impressive array of institutional innovations: bilateral 
clearing arrangements were followed by the development of the European 
Payments Union (EPU) and the Organization for European Economic 
Cooperation (OEEC). A common sense of military threat, which mani¬ 
fested itself most obviously in the development of the North Atlantic 
Treaty Organization (NATO), gave the United Slates an incentive to be¬ 
have generously toward Europe, and the Europeans the willingness to 
follow the American lead. Within the framework of a political consensus, 
governments could nllow the volume of transnational economic relations 
to expand while retaining control over them. 

The success of this recovery regime was shown by movements toward 
currency convertibility during the 1950s, culminating in the formal adop¬ 
tion of convertibility by major European countries in December 1958. ,<K 
The beginning of 1959 therefore marks the start of a new international 
regime, the full-iledgcd Brctton Woods regime, which lasted until the 
United States suspended the convertibility of the dollar into gold on 
August 15, 1971. Economically, the transition was made possible by the 
economic recovery of Europe and by American financial policies that had 
produced largo payments deficits, furnishing dollars to a formerly dollar- 
short world. In the late 1950s and into the ]9(50s, world exports grew at 
the spectacular rate of 7 percent per year; and United States direct in¬ 
vestment in manufacturing abroad increased dramatically. Politically, the 
transition was marked not only by the hegemony of the United States, 
but by the development of networks of lies between central bankers as 
well as between treasuries. The Bank for International Settlements was 
the technical agent for the European Payments Union, and central bankers 
“participated along with treasury officials in the managing board of the 
EPU, which was itself an agency of the Organization for European Eco¬ 
nomic Cooperation in Paris. These institutions brought the senior European 
financial officials into regular working contact.” 

Yet the Bretton Woods regime had hardly been put into full operation 
before it faced serious tests. The price of gold in London rose in the 
autumn of 1900, indicating speculators’ lack of confidence that the United 
States government would continue to support the dollar at 1/35 of an 


ounce of gold. The first result was an informal Anglo-American agreement 
to maintain the gold price at $35 per ounce: "The Bank of England was 
assured of access to New York to recompense any gold it used to meet 
speculative demand in 1 .ondon." r, ° This result was followed bv an inter¬ 
national gold pool under which central bankers agreed to coordinate their 
gold dealings. In 1901, the central bankers developed a series of swap 
agreements, providing for mutual support in the event of speculation 
against particular currencies. Had the spirit ns well as the letter of the 
Brctton Woods agreements been followed, the speculative crises that 
began in 1900-01 would have been met by expansion of IMF resources; 
hut expansion was resisted by the Continental European countries that 
would have been (he chief creditors. Thus, in the General Arrangements 
to Borrow of 1902, the members ol the Group of Ten (the major advanced 
industrial countries) contracted to provide resources to the fund when 
needed, If they first agreed collectively to do so, in order to "forestall or cope 
with an impairment of the international monetary system." r ' 1 Multiple 
networks of formal arrangements and informal agreements were developed 
within a variety of organizations in addition to the IMF. Important links 
were maintained among central bankers and, through the Group of Ten 
and Working Party Three of the Organization for Economic Cooperation 
and Development, among treasuries and economics ministries, as well. 02 
lo increase world liquidity, members of the International Monetary Fund 
agreed in 1907 to create Special Drawing Bights as a reserve asset. By 
1971, the quotas of the IMF were double those of ten years earlier. 53 

Thus the Brctton Woods regime went through a continunl process of 
political and institutional, as well as financial adaptation. The institu¬ 
tional imagination and flexibility shown by the regime’s managers con¬ 
trasted sharply with the rigidity of currency values that member states 
sought to maintain. Political innovations helped to maintain a system that 
had essentially been designed two decades before. 

Yet the pressure on the regime continued to grow, particularly after 
1907, when Great Britain finally devalued the pound sterling. The pegged- 
rale system became more and more difficult to maintain as the volume of 
short-term capital movements grew dramatically. The growth of the Euro¬ 
dollar • market constrained the United States as well as European coun¬ 
tries. With a weekly (low of approximately $5 billion in each direction 
between the Eurodollar market and the United States, American financial 

* "Eurodollars are dollar-doiiomiiinlod deposits in Links outside llio United States, in- 
clndina the. foreian branches of U.S. hanks. More tlmn half of them were created out¬ 
side tlie United Stales (in die world hankiiia system) in a process that is not controlled 
hy the. Federal Heserve System or by any other central hank.” A, |mnes Mci«s, Muncy 
Molten (New York: Harper and How, 1072), p. 212. 
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institutions could "case out From under the restraints of the Federal Re¬ 
serve System at least for a limited period of lime." ni 

Tile sensitivity of economic transactions between nations increased, most 
strikingly with respect to short-term capital ilmvs: 

[As] the harriers <>T ignorance mid cost in undertaking Intel national trans¬ 
actions have fallen, the potential speculative movement of funds has increased 
enormously. ... A crude (pianlilalive indicator of these developments is pro¬ 
vided by contrasting the maximum daily speculation of under $100 million 
against the pound sterling, in the "massive rim” of August 19-17, with the maxi¬ 
mum daily speculation of over $1.5 billion into Cennaiiv in May 1000, and the 
movement of over $1 billion into Germany in less than an hour in May 1071. 
Moreover, as the barriers of ignorance fall further, there is no reason why $1.5 
billion should not rise to $15 billion or even to $50 billion, in a day. r,li 

The other major difficulty was that basic adjustment problems, involv¬ 
ing particularly the undervaluation of the German mark and Japanese 
yen, were not satisfactorily addressed within the system. German and 
Japanese resistance to revaluation was coupled with the inability of the 
United States, as the source of the key currency of the system, to devalue 
the dollar without obtaining the consent of |apan and major European 
governments to change the rules. As a result, between 1959 and April 
1971, the dollar actually appreciated in relation to other major currencies 
by 4.7 percent/' 0 

The United States measures of August 1971 formally terminated the 
American commitment to maintain the parity of the dollar at a fixed price, 
on demand of foreign official institutions. Rut such an undertaking "had 
in fact been largely inoperative for some time.” 1 ” As a result of American 
balance of payments deficits, the value of dollars in foreign official hands 
had grown so much larger than American gold stocks that it was clear to 
all that massive demands for gold by dollar holders would not be met by 
the United States/’ 0 Thus to some extent the Nixon-Gonnally measures of 
August 1971 merely formalized a situation that had emerged gradually 
over the previous decade. Ever since the early 1960s, the United States 
had devised ingenious schemes to improve the nominal position of the 
dollar. It had also twisted its allies’ arms (particularly the Germans’) to 
persuade them to help protect the dollar, and had made it quite clear that 
its willingness to abide by its Bretton Woods commitments would depend 
largely on European and Japanese cooperation with its policy. 

The gradual erosion of the Bretton Woods regime reminds us that inter¬ 
national regimes do not usually start or stop neatly on a given date. A 
purist might date the "death of the Bretton Woods regime” earlier, perhaps 
even with the Interest Equalization Tax imposed by the United States in 
1963, which discouraged some capital outflows. Nevertheless, we can see 
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(hal August 15, .1971, marked the end of an international monetary regime 
as clearly as did 1014 or 1931. 31,e Bretton Woods regime had operated 
undo, conditions ol do jure currency convertibility obligations for less 
ban thirteen years For most of this time it was supported by an elaborate 
but essentially ad hoc network of informal and institutional arrangements; 
and for the last few years its status was clearly precarious. Yet by histori¬ 
cal standards, ils longevity is quite impressive for an international mono- 
lary regime. 

The lour years following the August 15, 1971, actions by the United 
. talcs were tunes of turmoil for the world economy. The Smithsonian 
Agiccnient never restored convertibility between the dollar and gold nor 
«Iu ,1 s,god,candy interrupt the sequence of foreign exchange crises that 
had foreshadowed the demise of the Bretton Woods regime. The dollar 
was under pressure in February and March of 1972; sterling was devalued 
in Juno of that year; and the dollar was devalued by 10 percent in Febru- 
’iiyti c- i 1 " 1 ’ '.’ f "" Woxfmately 8 percent devaluation in December 
Uli. Since tins devaluation failed to restore calm to the markets, they 
were closed When they reopened in March, the major currencies were 
ellective.ly floating against one another. During the subsequent months 
values ot the major currencies fluctuated widely/’" 

As the. post-March 1973 "learning period” continued, treasury officials 
and bankers began to feel more comfortable about, and even to favor, 
flexible rates. The governmental officials-in finance ministries and cen¬ 
tral banks-no longer faced the impossible task of defending artificial 
rates aginnst speculation; the bankers saw their foreign exchange profits 
soar. Gradually, central banks began to intervene in the markets and to 
coordinate their interventions with one another, After the Organization of 
elioleum Exporting Countries sharply increased oil prices in late 1973, 
sending shocks through the world economy, it was often remarked that 
flexible rates had saved the international monetary system from a massive 
exchange rate crisis. 

Perceptive observers had discerned the direction a reformed system 
would take. In a world of uncertainly and huge magnitudes of easily 
movable funds, there would be no return to fixed rates. Fred Ilirsch com¬ 
mented ,,, August 1972 that “the operative issue on exchange rates is not 
the grand arguments between fixed and flexible, but the form that a 
system of controlled flexibility should take.” 01 By 1975, Marina V. N. 
Whitman was able, in an article reviewing the experience with floating 
tales, to state flatly that "there can be no alternative to rate flexibility' in 
,! IC P ' C :! CI ' CC ‘! f '"Kj 1 a,ul widely divergent rates of inflation among na- 
ioiis. On the other hand, the wide cyclical fluctuations in currency 
values between 1971 and 1975 and the involvement of central banks after 
1973 indicated clearly that the extreme free-market position - that gov- 


TIIK OCEANS ISSUE AHEA | 90 


92 I THE POLITICS OF OCEANS ANII MONEY 

oceans regime was hierarchical and stable, and depended on British domi¬ 
nation externally and, to an extent, on the strong position of certain inter¬ 
ests inside British politics - in this case the navy and shipping interests. 


Regime Periods, 1920-75 

In the half century following World War 1, the principle of freedom of 
the seas has declined from the status of a regime almost fully adhered to 
by all relevant states (until 1945) to a strong quasi regime in which most 
states adhered to the principle but strong challenges existed (1946-60); 
to a weak quasi regime in which the challenges have become so great that 
the status of the rules is open to question (1907 to dale). Unlike the poli¬ 
tics of money, in which foreign exchange raises frequently provided sharp 
turning points in regimes, the principle of freedom of the seas has eroded 
gradually, making the identification of regime periods somewhat more 
arbitrary. Nonetheless, two turning points - the 'I ruman Declaration ant 
Pardo’s speech-are sufficiently prominent to allow us to identify the 
three regime periods outlined in Table 4.3. 

TABLE 4.3 INTERNATIONAL REGIMES IN THE OCEANS 


POLICY ISSUE SYSTEM, 1920-75 


Period 

Years 

Regime situation 

Action at beginning 
of period 

I 

1920-45 

Free seas regime 

Britain reasserts leadership 
after World War I. 

If 

1946-66 

Strong quasi regime 

1945 Truman Declarations 
and Latin American exten¬ 
sions. 

111 

1967-75 

Weak quasi regime 

Pardo's 1967 UN speech. 


The overall regime structure based on freedom of the seas was not at 
issue between 1920 and 1945. With the destruction and dispersal of the 
German and Russian navies, Britain emerged from World War I with an 
even greater proportion of total world fleet tonnage (47 percent in 1921) 
than she had had on the eve of the war (32 percent in 1914). On the other 
hand, the United States, which had gone into the war with only 11 per¬ 
cent of world fleet tonnage, was second with 24 percent in 1.921 (compared 
to second-ranked Germany’s 14 percent in 1914)."" Moreover, Britain 
viewed the American shipbuilding program as a challenge. Although an 
incipient naval arms race was curtailed in a 1922 treaty on naval arms 


limitation, the United States won a treaty from a reluctant Britain that 
allowed it to extend its policing jurisdiction on the high seas out to "one 
hours steaming lime from the shore to curb smugglers during Prohibi¬ 
tion."" 

Despite the antismuggliug exception, which they won for themselves, 
the Americans generally supported the free sens regime with narrow ter¬ 
ritorial limits. Indeed, the only major deviant state was Soviet Russia, 
whose oflecl on the regime was small, because its oceans capabilities at 
that lime were very limited. 1 ” The League of Nations conference called 
at I he Hague in 1930 to codify international law reaffirmed the principle 
ol freedom of the seas. Although one can argue that the very fact of hold¬ 
ing a conference in which small states laid a voice and vole helped to 
call the three-mile limit into question, and precipitated some two dozen 
ellorls at special extensions in the 1930s, the overall regime (as contrasted 
with the specific rule of the three-mile limit) was not called into question."" 

Although the 19.30 Hague Conference was unable to agree on exact 
limits, twenty stales representing 80 percent of shipping tonnage sup¬ 
ported a three-mile territorial limit."" Those slates included all the major 
powers except: the USSR (twelve miles) and Italy (six miles). Twelve 
states supported a six-mile limit. Ellorts by Ecuador, Mexico, and Iran to 
extend jurisdiction in the 1930s were not recognized by the major mari¬ 
time states. And as we have seen, even when disputes arose in such sub- 
issues as antismuggliug zones and fisheries arrangements between the 
United States and japan in the 1930s, the disputing parties explicitly ac¬ 
cepted the legitimacy of the overall regime. 

Ironically, it was at the end of World War II, when the United States 
was the leading naval power, that the Americans inadvertently sowed the 
seeds of the gradual postwar destruction of the regime, The turning point 
in the transition from the free seas regime to a strong quasi regime came 
with the 1 ruman Declaration of 1945. In response to changing tech¬ 
nologies of fishing and oilshore oil drilling. President Truman unilaterally 
established fishery conservation zones off the United States coast and as¬ 
serted American jurisdiction over the adjacent underwater continental 
shelf “appertaining to the United States” out to a depth of 200 meters. 
The United Stales deliberately used limited and ambiguous phrasing to 
formulate its claims, hoping to avoid damaging the overall regime. These 
subtleties, however, were obscured as Latin American states, following the 
gieal. powers example, asserted their own claims to extended jurisdiction. 
Counti ies such as Ecuador, Peru, and Chile .dong the west coast of South 
America, where there is very little continental shelf, argued that a depth 
criterion was unfair to them and claimed jurisdiction in terms of distance 
on the surface. Thus extensions of shelf and fishery jurisdiction, which the 
United States tried to keep separate from other issues, precipitated both 
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the broader claims by Latin American stales and the subsequent seizures 
of American fishing boats and oilier dilliciill diplomatic incidents."" 

During this second period, the overall regime was not liiiidnmcutully 
challenged, but there were signs of erosion caused by challenges in par¬ 
ticular issues. As a result, the major maritime powers, particularly the 
United States and Great ISritnin, led ellorls to relorm, eoilily, and protect 
the weakened regime at two United Nations eonterenees on the law ol the 
sea convened in Geneva in 1958 and ItKit). More than twice as many slates 
were represented at Geneva than had been at 'I lie Hague Gonlorencc in 
1930. During the first period, Britain and the Netherlands had controlled 
nearly 50,000 and 18,000 miles of the world's coastline; but as decoloniza¬ 
tion progressed their dominance receded, and more and more slates be¬ 
came involved in oceans issues during the second period.” 1 

The Geneva conferences were only partly sueeesslul in bolstering the 
quasi regime. Four major conventions were signed at Geneva, and no gov¬ 
ernment found it possible or expedient to at lack the principle of freedom 
of the seas directly. Rut 

what happened ill the Geneva cnnieienee was llml the, freedom of the high 
seas was attacked indirectly by claims to extend the limits of the territorial sea, 
which would have submitted vast areas nf wiial lias Iradiliimally belonged to the 
high seas, including impuitiml sea lanes, In the sovereignly ol die ei'mslal slate.."” 

In I960, Canada and the United Slates proposed a compromise formula for 
limits of six miles territorial sea plus an additional six miles fisheries juris¬ 
diction, including recognition of countries' right to continue to fish where 
they had historically fished. This compromise proposal came within n 
single vote of the necessary two-thirds majority, and in retrospect 1960 
turned out lo bo the high point of legal agreement in the second period. 
In general, there were few claims to exclusive sovereignty or regulation in 
the high seas beyond twelve miles — a limit preferred by the USSR and 
only twelve other stales in 1900." :l Although the North-South cleavage be¬ 
tween rich and poor stales that was lo dominate the third period was al¬ 
ready visible in I960, the Fast-West Cold War cleavage was the dominant 
political concern during the second period. 

In contrast, since 1967 there has been a weak quasi regime; the freedom 
of the seas itself has been challenged. Ambassador Pardo's 1967 speech 
helped to touch oil a period of intense conference diplomacy. More im¬ 
portant, it dramatized the prospect of enormous seabed wealth and 
focused attention on ocean resource and distributional issues. Since then, 
the oceans have been treated less as a public highwnv from whose efficient 
management all slates can gain; instead, one stale's gain is often seen as 
another state’s loss. 
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New slates, unbound by the earlier Geneva conventions, entered the 
game, One hundred and forty-nine states attended the Now York sessions 
!i i,;™ 1 ! ° f * l,,! So " h> 1070, but only 51 had adhered to 

Hie Jo. jo Genova Convention on the High Seas (42 adhered lo the terri¬ 
torial sea convention; 34 lo the fisheries convention; and 50 to the conti¬ 
nental shelf convention). The issues of deep seabed resources and the 
technical developments in offshore drilling and tanker construction raised 
new problems about the "middle and bottom” of the oceans. Less devel¬ 
oped countries fearing that the global commons would bo exploited solely 
jy the technologically advanced countries under n laissez-faire regime, 
tended to stress broad extension of national jurisdiction or a strong inter¬ 
national regulatory body. The United Nations General Assembly declared 
the deep seabed lo be the “common heritage of mankind.” China argued 
that II,e freedom of the seas was upheld by both superpowers merely as a 
pretext lor superpower "hegemony and expansionism in the oceans and 
Ibeir plunder of the marine resources of other countries.” 1,1 Countries like 
Canada and Australia, which during the Cold War era were closely allied 
will, the maritime powers on oceans questions, switched to a more coastal 
view of their interests. And even in the United States and Britain, impor¬ 
tant groups like oil companies and coastal fishermen gradually gained 
support lor wide extension of jurisdiction. Although only a quarter of all 
coastal states claimed jurisdiction of twelve miles or beyond in. 1960, more 
than half claimed such jurisdiction in 1970, Between 1968 and 1972 alone, 
the number of slates claiming twelve-mile territorial seas increased from 
thirty-one to fifty-two, and the number of states claiming two hundred- 
mile territorial seas increased from five to ten." r ’ 

As important, however, as the extension of jurisdiction in the third 
perioil, was the challenge to the very principle of freedom of the seas. 

I he situation alter 1967 was not merely one of "cheating on the regime” 
but ol pressure for an alternative regime. 11,e principle of res uullius was 
challenged. I he most influential broad notion that evolved over (he last 
decade was "the claim lo ocean space” conveniently expressed in the 1970 
Montevideo Declaration, which states that “all nations have the right to 
clam, as much of the sea and seabed near their coasts as they deem neces¬ 
sary to protect (heir actual and potential offshore wealth.”»“ In accord 
with the dominant international philosophy of developmentalism, new 
goals such as potential national wealth rather than tradition, defense, or 
general world well are were asserted as the basis of rights in the use of 
oceans space and resources. 

As Ecuador's foreign minister said in 1976 on hearing that the American 
ornate had passed a bill broadening American fisheries jurisdiction to 200 
miles, For Ecuador it is highly satisfactory to see it becoming clearer in 
Hio international conscience that it is the sovereign right of each country 
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complex Interdependence reflects significant aspects ol reality, tlie realist 
foriiuilation and realist predictions will require snlislantial modification. 
Wc should also ask whether world polities in the two issue areas is chang¬ 
ing. Mas force become less useful during this century? 

In the oceans space and resources issue area, loree plays a much more, 
direct role than in the monetary realm. And because force in the oceans 
area has traditionally been used overtly, through the exercise of naval 
power, changes in its use are easier to discern. 

The oceans issue area, as wo have defined it, is centered on the peace¬ 
time use and regulation of oceans space and resources. It does not include 
those aspects of strategic politics between major powers that take place 
on or in the high seas except as they all'eel the peacetime use of oceans 
space. Clearly, the oceans are a crucial arena both in the nuclear balance 
between the United States and the Soviet Union and for projecting con¬ 
ventional force to distant areas. Missile-carrying submarines, free to hide 
in the vast oceans space, are necessary for a second-strike capability. 
According to one source, "since lfM5, the U.S. Navy has exercised active 
suasion . . on more than seventy occasions at all levels of intensity and 

upon areas of the globe ranging from the Caribbean to North Korea 
through Trieste.”' The visit of the battleship Missouri to Turkey in. .1940, 
the blockade of Cuba in .1902, and the movement or the Sixth Fleet during 
the Jordanian crisis of 1970 are three prominent examples of the successful. 
American use of naval forces to achieve security objectives in the postwar 
period. Recently, the Soviet Union has enlarged its surface navy, ap¬ 
parently trying to improve its ability to intervene, militarily or to show the 
flag for political purposes in widely scattered areas of the world. 2 

These important military uses of naval forces obviously intrude on the 
bargaining over a regime for oceans space and resources. The 1958 Geneva 
Conference essentially sidestepped the issue of unclear testing at sea; and 
both the 1971 treaty on the peaceful uses of the seabed and the Law of 
the Sea Conference avoided restricting underwater listening devices used 
in antisubmarine warfare. On the other hand, potential restrictions on 
naval navigation on the surface and on submarines through straits have 
been important in bargaining, being treated as nonncgotiablo by the 
United States and Soviet Union. But although naval interests remain 
powerful in determining the position of the superpowers, navy dominance, 
at least in the United States, has declined somewhat since 1970. The 
American position announced in May 1970, with its strong free seas 
orientation, bore a strong navy imprint that became blurred as domestic 
economic interests became more assertive. 

The long-term trends in the use of force in these two issues have been 
different for large and small states. At the beginning of this century, force 
was used infrequently but effectively by great powers, particularly Britain 


and the United Slates, to deter smaller states that might have wished to 
make incursions on the free sens regime. During the interwar period, 
eonlliel arose between the two major naval powers, when the United 
Stales used force to curtail transnational smuggling. Britain compromised 
on the resulting American extension of anlismuggling jurisdiction. Some¬ 
times great powers used naval force against smaller ones; Britain used 
force In ensure the passage of food ships through a Spanish blockade dur¬ 
ing the Spanish Civil War. 11 Yet, more significant in light of future trends 
was the use of force by weaker naval powers in disputes with Britain and 
the United States. The Soviet Union used force against British trawlers off 
its coast. Canada seized four American trawlers, which, along with the 
American sinking of a Canadian ship, created difficult disputes in Cana- 
dian-Amcrican relations in the 1930s. Ecuador levied fines on an American 
ship in 1935; the United Slates did not use force to reply,, because it saw 
the Ecuadorian Foreign Ministry as a transgovernmcntal ally against the 
Ecuadorian YVar Office. 4 

Since World War II, the large powers generally have not used force in 
conflicts with small slates over oceans resources. And although on several 
occasions the great powers used force or threats of force to defend their 
military navigational rights, these efforts have not always been successful. 
In 1940, a British naval force made a costly effort to assert that the Corfu 
Strait olf Albania was international waters. In 1958, the United States sent 
a naval force through the straits of Lombok to protest Indonesia’s .claim 
that it was territorial waters. 5 The United States and Soviet Union have 
refused to recognize Indonesian and Malaysian jurisdiction over the straits 
of Malacca. Between 1957 and 1907, Britain and the United States used 
naval gestures to counter Egyptian restrictions on Israel’s navigation, 
particularly in the Straits of Than, hut these efforts were not successful. 
As one observer wrote in 1907, ‘The threat of purposeful force (described 
by the Egyptian Foreign Minister as gunboat diplomacy) was not pursued 
and, in the event, did more harm than good to British and American 
interests.” 5 

In .1908, the United Slates failed to respond with force to North Korea’s 
seizure of the electronic surveillance ship Pueblo; but in 1975 it responded 
with force to the Cambodian seizure of the freighter Mayagucz. The 
special circumstances of the Mmjugucz case illustrate the limits as well as 
the possibility of the use of force to defend navigational rights. Force was 
used by a great power that refused to recognize an extended territorial 
claim by a small power, but the political costs were fairly low. The United 
States had no diplomatic or other relations with the new Cambodian gov¬ 
ernment that would be jeopardized, and large segments of domestic 
opinion, resenting a recent defeat, were ready to support rather than 
criticize a short, sharp retaliatory measure. Indeed in the Mmjaguez case, 
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force may have heen used less to defend the lights or American merchant 
ships on the high seas limn to indiealc continued United Slates determina¬ 
tion to defend its interests in the wake of the defeat in Vietnam. If that 
was the case, then oceans space and resources were only tangential issues. 

In contrast, small stales have rather fre.(|uently used force to extend 
exclusive coastal stale fishing rights further and further I rum the coast, or 
to assert extensive jurisdiction over large areas of adjacent ocean for 
economic or environmental purposes. "Gunhoat diplomacy” by great 
powers has largely been replaced by the gunboat diplomacy of small 
powers. Seizures of American tuna boats by Ecuador and Peru or Ice¬ 
landic harassment of British trawlers — rather than naval demonstrations 
by Her Majesty’s Navy —have become symbolic of the use of force on 
oceans space and resources issues. Indeed, Britain found its mild use of 
force both costly and ineffective in its cod war disputes with Iceland. 7 In 
addition to the cases already mentioned, force was used successfully in 
postwar fishery disputes by Brazil against France; by Argentina against 
the Soviet Union; and by Korea, China, and the USSR against Japan. A 
1969 naval display by the USSIt oh the coast of Ghana was at least partly 
designed to speed release of Russian trawlers that Ghana had held for 
four months. 8 In general, however, the experience of Soviet willingness to 
use force in securing its oceans interests is a "fairly consistent record of 
accepting the seizure of. property and the expulsion and even loss of 
personnel in the interests of longer term foreign policy objectives.” 11 

Although political processes are usually more complicated than statistics 
indicate, in eighty instances of postwar use of naval force up to 1970 (ac¬ 
cording to one admittedly incomplete list) fourteen wore over the peace¬ 
time use of oceans space and resources. Of these fourteen, small powers 
used force successfully in slightly more instances than did great powers. 1 " 
Such numbers can be misleading, for where deterrence is at issue, the 
absence of incidents may be a tribute to the effectiveness of force. Never¬ 
theless, the fact that both small-power extensions of jurisdiction and inci¬ 
dents over such extensions increased indicates a decline in deterrence by 
the great naval powers, which had earlier preserved the peacetime oceans 
regime. 

The changing role of force in peacetime oceans issues and the contrary 
trends for large and small states corresponds lo our general discussion in 
Chapter 2. One cause is military technology. Not only are nuclear powers 
deterred by risks of escalation, but more recently the possession of surface- 
to-surface antiship missiles by some forty coastal countries has raised the 
potential military costs of action by distant-water fleets. General norms 
against the use of force are a second cause of the change. A forceful re¬ 
sponse by a big state in a fishery dispute often makes it appear as an un¬ 
reasonable bully, as the British discovered in the cod wars. Finally, and 
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perhaps most important, the great powers’ attempts to use force often 
hinder the ulluinnicnl of their extensive goals outside, as well as within, 
the oceans issue area. This ellecl inhibited the United States' use of force 
iu its fishing disputes with Ecuador and Peru, and seems to have affected 
Soviet behavior as well. 

I hus the role ol loree has changed in the oceans issue area. It is less 
central and no longer reinforces the dominance of powerful states. The 
erosion of the free seas regime enforced by great naval powers has not 
only given small states some leeway for using force; it has allowed them 
lo raise additional issues of resource exploitation that were discouraged 
under the old regime. Technological change has contributed to the devel¬ 
opment of other issues, having to do with recovery of minerals from the 
seabed, oil drilling, and protection of the oceans environment — none of 
which have been resolved by force. 

The conclusion to be drawn about trends in the use of force is complex. 
The oceans remain strategically important, and this use has indirectly but 
strongly allcctcd bargaining on issues of oceans space and resources. 
Military force also continues to directly aficct these issues, although here 
the dramatic change, is from the use of force by great powers to reinforce 
a regime (and therefore to maintain deterrence) to the use of force by 
small slates lo erode the established free seas regime by extending their 
jurisdiction. In recent years, however, many issues have arisen, partly be¬ 
cause of technological change and partly because of the erosion of the 
established regime, on which force is not effective. 

The complexity of these..patterns means that any general judgment 
about the role of loree iu oceans issues must be heavily qualified. Never¬ 
theless, one can conclude that the actual situation in the oceans issue area 
lies somewhere between complex interdependence and realism: force is 
useful on particular questions, occasionally, but is not the predominant 
factor determining outcomes. In addition, force seems to be important on 
fewer oceans issues than it was before 19'15, and on many conflicts it is 
not usable at all. Thus this condition of complex interdependence is ap¬ 
proximated more closely lor the oceans issue area since 1967 than earlier, 
particularly than before World War II. 

flic use or lineal of force has always been less evident in international 
monetary issues Ilian in oceans space and resources. In this respect, the 
politics of money has always approximated complex interdependence bet¬ 
ter than the politics of oceans space and resources. There is no evidence, 
for instance, that governments during peacetime have ever threatened 
the direct use of force to change exchange rates, to induce other indepen¬ 
dent governments to hold particular currencies, or to secure support for 
preferred monetary regimes. That is, the aggressive use of force - directly 
till onioning to attack a country if it does not follow particular interna- 


J04 | gomplkx lNTi:iini:r’HNJ)i;Nri-. in ochans ani> monhy 


TIIK CONDITIONS OF COMP1.F.X INTKIIDFPF.NDKNCE | 105 


tionnl monetary policies — seems to lie exceedingly rare if not nonexistent. 

On the oilier hand, the polities of money is not completely isolated 
from the politics of military force. Monetary instruments have occasionally 
been used to achieve political and security goals. Jacob Viner concluded 
that there was substantial truth in the generalization, for the pre-1914 
period, that “diplomacy exercised a controlling influence over prewar 
international finance." 11 Germany's economic dominance in southeastern 
Europe in the 1930s was used to reinforce its political and military 
power. 12 The United States’ 1947 decision to cease demanding full con¬ 
vertibility of the pound and to provide increased aid for the British 
economy was motivated largely by security concerns. 1,1 Conversely, in 
1956 during the Suez invasion, the United Slates refused to support the 
hard-pressed British pound unless Britain changed its Suez policy. 11 

Occasionally, the links have gone the other way. Military instruments 
have indirectly been used to achieve international monetary objectives. 
While Britain retained its empire, the colonies were a source of strength 
for the pound, since London essentially determined their monetary poli¬ 
cies. According to Susan Strange, in 1957 Britain directly linked military 
protection' of newly independent Malaya to Malayan support for the 
pound. 16 In 1966 and thereafter, the United Stales linked its continued 
military role in Europe with German support for American international 
monetary policy. 10 

These cases indicate that international monetary issues are not entirely 
divorced from military security politics. Yet the uses or threats of force (or 
the threat of withdrawing military protection) arc few. Much more fre¬ 
quently, the policy instruments used in bargaining over international 
monetary issues have come from within the issue area itself or from 
closely associated areas such as trade policy. In the 1920s, when the Bank 
of France put pressure on the pound, the British Treasury hinted that it 
might present the entire war debt of France to Britain for collection. As 
Governor Moreau of the Bank of France confided to his diary: “The Bank 
of France incontestably dominates the Bank of England, but the British 
Treasury dominates the French Treasury, so that when we put pressure 
on the institution of Thrcadnccdlc Street, M. Churchill threatens M. 
Poincare.” 17 

In the 1930s, monetary and trade measures were closely linked; at the 
London Economic Conference, trade issues could not be settled until 
monetary uncertainties were cleared up. 1 " After World War II this con¬ 
nection continued, as the United States sought both a nondiscriminatory 
trading system and currency convertibility at pegged rates. In 1971, Presi¬ 
dent Nixon and Treasury Secretary Connally employed both monetary 
and trade instruments to compel a devaluation of the dollar; but they 
used no explicit threat of force or of withdrawal of military protection 


from America’s allies. Throughout the fifty-six years under review, eco¬ 
nomic instruments -. within tlic monetary issue area or in related areas — 
have been more useful limn force in international monetary affairs. Tims, 
regarding the role of force, the international monetary issue area conforms 
more closely to complex interdependence than to the realist ideal type: 
lml no clear or dramatic change has taken place over time. 

Absence of Hierarchy among Issues 

The oceans issue area has not exhibited a consistent hierarchy of issues. 
Coastal interests were powerful in the interwnr period, and led to the 
1945 ’Iruinan declarations. Although security concerns were dominant 
during the Cold War, the hierarchy of goals has been challenged by new 
issues that different organizations or groups regard as more important. 
The navy’s desire for freedom of action, for example, has not always had 
higher priority than economic interest in exploiting oceans resources or 
ecological concerns about pollution. The navy, large oil corporations, and 
the Sierra Club often disagree; and the United States government has not 
been able to maintain a consistent hierarchy among the various issues. 16 

Ihe increased complexity of oceans space and resources issues is indi¬ 
cated by the agendas of international conferences over the past half cen¬ 
tury. There were six substantive agenda items at the 1930 Hague 
Conference. The 1958 Geneva Conference, which produced four major 
conventions, was based on an International Law Commission draft with 
seventy-three prepared articles. At Caracas in 1974, there were about 
twenty-five major items and nearly a hundred subissucs. Moreover, there 
were more contentious items at Caracas. 

The increased number of oceans issues is also evident from the perspec¬ 
tive of American foreign policy. As Table 4.4 showed, from 1920-45 the 
issue area for the United States consisted of two major issues (coastal 
fisheries and infringement of navigation to enforce antismuggling mea¬ 
sures) and a half dozen minor ones. From 1946 to 1966, smuggling dropped 
out, but continental shelf resources, distant water fisheries, and breadth 
of the territorial sea brought the total of major issues to five. From 1967 
to 1972, as Table 5.1 indicates, attention to oil, deep seabed resources, 
pollution, and overall regime questions increased dramatically. 

These issues have become more closely interrelated in the most recent 
period. There has been a compression of policy space as more agencies 
become, involved. In 1908, the Interagency Task Force on the Law of the 
Sea consisted of three departments: defense, interior, and state. By 1975, 
thirteen agencies were involved. 26 There arc two major reasons for this 
growth and linkage of issues: technological change and international 
regime change. Figure 5.1 illustrates the role of regime change. Based on 





•mis CONDITIONS OP COMPLEX INTKIII)F.PKNDKN(:K | 107 


nil ocoiin.s rolcronees in (lie Dcparlmc.nl of Stale Bulletin since World 
War 11, it shows how simultaneous references to different issues rise dur- 
ing periods ol iiilernnlional negotiation over regime change. 

As indicated in Chapter 4, the international monetary system also in¬ 
volves technically complex issues. However, the issues in this issue area 
have generally been more lightly linked and have been very consistent 
over time. The 1.972 Animal Iteport of the United States Treasury Depart¬ 
ment, for instance, listed the following live issues as needing world deci¬ 
sion at that lime: 
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TABLE 5.1 AVERAGE ANNUAL REFERENCES TO 
SEVEN OCEANS ISSUES 



1946-66 

1967-72 

Percentage 
of increase 
between periods 

Regime 

1.7 

14.5 

852 

Fish 

10.4 

26.3 

252 

Navigation 

8.3 

15.5 

186 

Pollution 

1.5 

13.8 

920 

Science 

4.2 

13.3 

317 

Oil 

.6 

4.5 

750 

Minerals 

.9 

10.3 

1144 

Total 

27.6 

98.2 

363 


Source: Statistics arc calculated from Department of Slate liullatin, 1946-72. 


FIGURE 5.1 Percentage of references to six oceans issues including linkages to 
other oceans issues 



Source: Statistics arc derived from Department of Slate bulletin, 1945-72. 


1. Means of defending stable exchange rates and convertibility. 

2. I’roper role ol gold, reserve currencies, and Special Drawing Mights 
in the system. 

3. The appropriate volume of liquidity. 

4. 1 lie permissible margins of iluctualion around exchange rates. 

o. Ollici measures dealing with liquid capital movements. 21 

With the exception of Special Drawing Mights, all of these issues were 
miporlaiit in I he international monetary deliberations of the 1920s and 
1040s. In the 1070s however, poor countries proposed that the interna¬ 
tional monetary system he used to transfer resources, by linking drawing 
lights and aid, using the sale ol gold from IMF stocks to assist less devel¬ 
oped countries in balance of payments difficulty, and liberalizing the 
rules for borrowing from the IMF. Although the United Stales and other 
majoi industrialized countries regarded these issues as being of secondary 
importance in creating a new monetary regime, they took up increasing 
time in the 1970s. Indeed, in January 1976, provisions to accommodate the 
demands of less developed countries were among the most controversial 
issues facing the Interim Committee of the IMF. 

Over the long term, some changes have taken place in the relative im¬ 
portance of diilerenl types of issue. These changes are shown in Table 
5.2, in which the concerns expressed in United States Treasury reports 
aic in three clusters: (1) financial Hows in the international monetary 
system, other countries' actions, and unilateral United States actions 
(lieie the United Slates is an observer of the system, and an actor; but 
principal emphasis is not on its cooperation with other actors); (2) United 
Stales bilateral agreements and arrangements; and (3) multilateral agree¬ 
ments, institutions, and arrangements. 

Several trends are noticeable from Table 5.2. Most dramatically, the 
proportion of attention devoted to multinational affairs has risen from 
zero in the reports iff the 1920s and 1930s to' about one-quarter in the 
1940s and 1950s, 35 percent in the 1960s, and over half in 1970-72. Bi¬ 
lateral agreements, which received considerable attention in the 1930s, 
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TAIil.li 5.2 ATTUNTION TO TIIKIili TYI’KS OF ISSUES IN U.S. 
TKHASUKY ANNUAL KKI’OK I'S (IIY NUMIIKK OI' I'AOliS) 


Type of issue* 

1920s 

19.10s 

1940s 

1950s 

1960s 

1970s 

Flows 

2.65 

0.17 

2.45 

2.50 

5.78 

7.10 


(IOO) 1 ’ 

(46) 

(52) 

(57) 

(59) 

(46) 

bilateral 

0.0 

0.2 

1.05 

0.60 

0.55 

0.20 



(54) 

(23) 

(14) 

(6) 

(1) 

Multilateral 

0.0 

0.0 

t.lt) 

1.25 

3.43 

8.30 




(24) 

(29) 

(35) 

(53) 


a. See text for definitions of these types 

b. Number in parentheses is the percentage of total for that decade. 

1 940s, and 1950s, have Iteen relegated to it minor role. In general, emphasis 
on the regimes, and how to improve or construct them, has increased, as 
opposed to the earlier focus almost exclusively on financial flows and 
American actions with regard to them. 0 

On the whole, however, foreign policy agendas have iteen affected less 
Ity (lit; proliferation of intcrnalional mnnclarv issues or by a loss of hier¬ 
archy among them than ity variations in their stiticiuv over lime. When 
these questions, and other economic issues, have Iteen less controversial, 
military security has tended to dominalc foreign police and a clear hier¬ 
archy of issues appears to exist. On the whole, issues were ordered this 
way during the 1940s and 1950s, hut that was an exceptional period. In 
the 1920s, international monetary policy was the subject of major political 
decision in Britain and France, and a significant source of contention be¬ 
tween them. In the ,1930s it became highly salient politically for the 
United States, too. In 1933, as Herbert Fcis comments, it was the "storm 
center of our foreign relations." Despite the very important deliberations 
at Bretton Woods in 1944, international monetary affairs were eclipsed 
during the 1940s by World War II, and later (after a short period in which 
security fears were somewhat muled) by the Cold War. 

0 Di.scuK.sium in Out II.S. Treasury Drpurlmrnl annual reports ware also coded accord¬ 
ing lo whether they referred entirely to direct United Hlales enneerm with balance of 
payments, tins value of the dollar, and utlicr national issues, nr whether they dealt 
with questions of the international monetary regime and schemes for its reform. 
Systemic reform references worn nonexistent until J!M(>, lint between 1913 and 1955 
always constituted (in terms of pages) at least a quarter of tin- attention paid in the 
reports to international monetary affairs. They then disappeared from the reports until 
1965, after which they rose rapidly lo hold, by 1972 (the Iasi year reviewed), the most 
space in the section on international monetary relations. 


During lh(! past decade, political addition to monetary issues has been 
ul no liislnrin high, From I lie viewpoint of llic agenda of American foreign 
policy, in id l he agendas of other major capitalist countries, this emphasis 
contributed lo the apparent proliferation of “now issues." In the monetary 
area, the issues are not new but have become highly salient after a period 
of dormancy. At times of. major-decisions and crisis, such as 1925, 1933, 

and 1971, inlernalioual it.. policy has always been high politics, Bui 

when crises subside and new regimes, or new national policies, arc de¬ 
vised, the salience of these issues declines. Thus patterns of hierarchy 
among issues change as periods of crisis come and go.'® 

Multiple Channels of Contact 

In hotli the oceans and monetary issue areas, opportunities for interaction 
between governments, at various levels, have increased dramatically since 
1920. In the 1920s most relationships in these areas were bilateral. Few 
olficials from major countries knew each other well and met frequently. 
Only a lew governments were involved, and their bureaucratic structures 
in these issue areas were quite simple. Over the. next fifty years, multi¬ 
lateral ties, niton through international organizations, proliferated; the 
bureaucracies concerned with these issues grew much larger, and, in the 
oceans ease, much more numerous, intergovernmental channels of contact 
therefore increased dramatically. 

I he number ol international organizations involved in the oceans issue 
area nearly quadrupled, from five timing the first period to nineteen at 
the beginning ol the third. The number in 1975 was close to thirty if one 
includes regular conferences, interagency coordinating bodies, and minor 
fisheries commissions.- 1,1 in the monetary area, the proliferation of organi¬ 
zations was less striking, but the growth of communications networks 
. .olficials ... so. By the late 1960s and early 1970s four im¬ 
portant intergovernmental organizations operated in the monetary area: 
the Bank for inlernalioual .Settlements (BIS), founded in 1930; the Inter¬ 
national Monetary Fund (IMF), founded in 1944; the Organization for 
Economic Cooperation and Development (OECD), founded in 1961 in a 
reorganization of the old Organization for European Economic Coopera¬ 
tion (OEEC); and the Monetary Committee of the EEC. As important for 

Majiir polilicnl liynrrs in the I'nvcriuncnls concerned, includliq: brads of f>nvcrnmcnt, 
Imvn always been involved in monetary issues al lln-Se times. An analysis of the rela¬ 
tive attention paid to inlernatinnal ninnelnry issues in the New York Times since 1913, 
however, indicates that the attention paid In those issues in the late 1969s and early 
t!)70s was the Inchest, try far, dminp the period (os’ measured by the proportion of 
space in the Now York Times Index devoted In the issue). Similar results nrc found 
lor the U.S. Treasury Department animal reports for the same period; and for the 
Oeimrlmenl of Slate llullelin since. 1917. Data are available from authors on request. 
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policy as any of tlicse was llic less formally coiislilnlcd Group of Ton, a 
combination of tbo major OECD countries who participated in llic Gen¬ 
eral Arrangements to Borrow in I9G2.' JI Because llic IMF and OECD 
created committees and working parties from time to time, and because 
memberships — both for states and individuals — on the various bodies 
overlapped, the elite network structure was actually much more complex 
and the opportunity for transgovcrmnonlal contacts was greater than this 
listing of the organizations indicates. In view of the complexity of arrange¬ 
ments, and the multiple roles of participants, it is not surprising that 
negotiations on monetary reform are sometimes characterized as being a 
"financial circus.” 2li 

Nongovernmental channels of contact have also increased in both areas. 
Before 1945, the major nongovernmental interests on oceans issues were 
those of fishermen (who traditionally have been nationally oriented) and 
shipping firms, which were organized transnationally into liner conferences 
and other cartcl-likc arrangements. Since 1945, multinational oil com¬ 
panies and mining firms, as well as transnational groups devoted to science,* 
ecology, and world order, have joined the traditional shippers aiid fishers 
both in using the oceans and in making political demands on governments. 
There has been a rapid growth and dillusion of transnational activity in 
the oceans, particularly since 1945. 

As transnational economic activity increased, so diil transnational politi¬ 
cal activity and contacts. In the 1920s and 1930s, smugglers had unin¬ 
tended political effects, and coastal fishermen deliberate!)' influenced 
policy, but neither were transnational organizations. 'Hie Institute of Inter¬ 
national Law and the International Law Association publicly supported a 
three-mile limit. The International Maritime Committee organized discus¬ 
sions that helped to resolve the less controversial legal issues related to 
navigation and shipping. 

In the second period, transnational political activity became more ex¬ 
tensive. Oil companies worked through their lawyers’ membership in the 
International Law Association, which influenced the International Law 
Commission’s work on draft conventions for the 1958 conference. Scien¬ 
tists organized transnationally in the Scientific Committee on Oceans Re¬ 
search (SCOR) and successfully pressed their governments to create the 
International Oceanographic Commission (IOC) to coordinate large-scale 
oceanographic research. World order groups worked transnationally to 
promote a stronger international regime. 

Since 1967, there has been even more political activity by transnational 
organizations. Oil and mining companies have lobbied in various coun- 
liies for their policy preferences. The Internationa! Law Association has 
taken stands very close to the positions of these two industries. Joint ven¬ 
tures have been started by mining companies in order to broaden their 
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po ilical support in major countries as well as to spread their economic 
risks.-" Scientists have done some cautious lobbying, and groups promol- 
mg world order goals have organized various unofficial conferences and 
discussions lo dissciiiiiiiiUi rfioii* "views/** 7 
In the monetary issue area, on the other hand, we do not find such 
steady growth in the importance of transnational actors and contacts. 
I ransnalional actors wine already very important in the 1920s. American 
bankers were prominent actors on the international scene, floating publicly 
ollered foreign capital issues in the United States between 1920 and 1931 
of over $11 billion.- 1 ' 1 Politically, they were equally important, because of 
(he official disinterest of the United States government in getting formally 
involved Willi European reconstruction. J. I>. Morgan and Company was a 
major actor in llic monetary history of the 1920s: as one author puts it, 
‘The vacuum left by the United States authorities was filled by I P 
Morgan & Co.” ; ' 

After the 1929-31 crash, the importance of bankers such as Morgan 
fell dramatically and transnational relations remained clearly subordinate 
to govcrnnienl policies for over a quarter century. Only in the late 1950s 
and 1900s did the large-scale return of American banks lo Europe, and the 
spectacular growth of multinational enterprises, return transnational actors 
to gieat prominence in the international monetary system. The growth of 
the Eurodollar market lo the vicinity of $220 billion in 1974, and the 
growth in deposits of the (op twenty American multinational banks lo 
$57.9 billion (30 percent of the combined head office and branch total) in 
1972 indicate the magnitude of the phenomenon. Furthermore, the change 
had been rapid: ten years earlier, the Eurodollar market was miniscule, 
and in 1965 only 0 percent of the deposits of those twenty banks were 
held abroad. 1 " 

The. monetary area, like the oceans issue area, shows a clear trend 
toward the increased importance of large, sophisticated organizations in 
transnational activity. Banks and multinational corporations have become 
more significant. In the 1960s, the expansion of American banks abroad 
was particularly rapid. Among banks, there is great diversity, from huge 
banks such as First National City Bank, with hundreds of branches around 
the world, to smaller banks that participate only peripherally in the inter¬ 
national monetary system through correspondent relationships. The largest 
banks influence the operation of the monetary system most strongly and 
have the greatest stakes in it, rather than individual speculators. Filially, 
irom lime to lime, transnational networks of professional economists have 
p ayed a significant role in the international monetary system. In the 1960s 
and early 1970s economists seem lo have legitimized the idea of flexible 
exchange rales lo bankers and policymakers, partly through conferences 
held n. European spas, and partly as a result of the fact that major policy- 
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Some transgovcrnmental relations in oceans politics lake place directly 
between governmental subunits. The llritisb and American navies regu¬ 
larly keep each other informed/" Osgood reports llrnl Indonesia and the 
United Stntes have probably avoided a confrontation over straits by close 
nnvy-to-navy relations/ 111 Close navy-to-nnvy relations also helped prevent 
escalation in the Brazil-United States dispute over shrimp fishing in the 
early 1970s. no As we saw above, in an earlier period, the United Stales 
geared its actions to a split within the Ecuadorian government over ex¬ 
tended limits. In the antismuggling dispute with Britain in the 1920s, both 
the British and American governments were; internally divided, and there 
may have been some transgoverninental coordination among "soil-liners." :l ‘ 

It is large-scale conference diplomacy, however, that has created many, 
perhaps most, of the opportunities for transgovcrnmental relations in the 
oceans area. As oceans issues became politically more salient, a wide 
range of groups and agencies from pluralist industrial societies increased 
their pressure for representation on delegations. At the Caracas law of the 
sea meetings, the United States delegation numbered 110 (of which only 
20 were from the State Department) — a virtual conference within a con¬ 
ference. The efforts of the secretary of stale to cut the size of the delega¬ 
tion still left a delegation of over eighty at Geneva in 197.'). The ability of 
the United Stntes government to bargain effectively was limited by tbCse 
transgoverninental contacts: "Some U.S. delegates have misrepresented 
views of foreign governments within the delegation, others have taken 
positions with foreign delegates contrary to ollicial policy. Unauthorized 
leaks of U.S. fallback positions have not been uncommon.’'"" Somewhat 
more subtly, the various “clubs” of delegates with similar functional inter¬ 
ests in fishing, navies, oil, mining, and so forth that were established as 
part of the informal conference diplomacy set up regular channels of 
communication that cut across and created tension within the already 
fragmented national positions. Many of the smaller and poorer states had 
simpler positions, which were thus less affected by these transgnvcrn- 
mental contacts. In large-scale conference diplomacy, transgovcrnmental 
contacts helped the small and poor to penetrate (he large and strong more 
than vice versa. 

As expected, in the international monetary issue area transgovcrnmental 
relations were most prominent in the 1920s, and then again in the 1960s 
and 1970s. During the 1920s, the most important transgovcrnmental rela¬ 
tions took place between Montagu Norman, governor of the Bank of 
England, and Benjamin Strong, who beaded the Federal Reserve Bank of 
New York/’" ° Both men believed in the gold standard and in the propo- 

Tlic Hank of England at lliat time was still privately owned, lint it clearly performed 
a governmental function and was part of tlic Dritisli policymaking network. Thus 
interactions between Strong and Norman are considered "transgovermnenlal." 
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ministries got together under (lie auspices of the Group ol leu, the OECD, 
und tlie .Monetary Coinniillec of the EEC. Strong personal friendships 
were developed both at this level mid among finance ministers themselves; 
and considerable eollegialily and esprit de corps seems to have devel¬ 
oped. 4 ” 

As monetary issues became more politicized during the late 1960s, 
trnnsgovernmental coalitions became more difficult to maintain. As Rus¬ 
sell comments, "Central bank cooperation and transgovernmcntal coalitions 
of central bankers receded into the political background as govern¬ 
ments became directly and intensively engaged in bargaining over ex¬ 
change rales." 40 

A low point of transgovcrnmentnl cooperation among treasury officials 
was reached during John 11. Connally’s tenure as United Stales secrclnry 
of the treasury. Connally’s description to a congressional committee of the 
1971 Smithsonian negotiations gives some indication of how far his ap¬ 
proach was from the collegial norm: 

In the Rome meeting when 1 suggested the possibility, not necessarily oflered 
it, when I merely suggested the possibility oT a ten percent devaluation, there 
was a stunned silence for 40 minutes hv the clock. Not a word was said, in an 
entire room full of people. Not a wold. 

Finally one of the ministers spoke up and said that is totally unacceptable; 
we can’t agree to that; 5 percent would he the most we would he willing to 
accept. ... So then we went from there to when: we finally wound up in 
the Smithsonian at 8.57 percent. 17 

Hut neither Connally nor Connallyism lasted very long. Connally s suc¬ 
cessor, George Schultz, had much closer relations with his counterparts. 
Transgovcrnmentnl policy coordination among finance ministers continued, 
and the network of lies among central hankers remained, liven in the 
autumn of 1971, there was some truth in the jest ol a Hritish minister that 
"whatever differences we Finance Ministers may have, to he together with 
one’s fellow sufferers and far away from one’s spending colleagues at home 
is a most agreeable experience." IH Richard Cooper has argued that the 
subsequent deliberations of the Committee of 1 wenty on reform of the 
international monetary system were organized partly to facilitate and 
legitimize a transgovernmcntal coalition ol finance-oriented ministers 
against more expansionist domestic pressures. 411 

This discussion indicates that our expectation from complex interde¬ 
pendence — that transgovernmcntal politics would make it difficult for 
states to pursue clearly specified goals —needs qualification. Under some 
circumstances — when domestic interests arc sharply divided, issues are 
diverse, and the attention of top political loaders is not focused on the issues 
— transgovernmental coalitions can make slate goals difficult to define. 
We saw this cflect in the international monetary area in the 1920s and 
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in oceans during ||,o late I9(30s and 1970s. Yet when domestic interests are 
burly consistent and the top political leaders highly concerned about the 
issues, governments still may pursue coherent policy goals, even under 
conditions of complex interdependence. The coherence of state goals is 
made more problematic by complex interdependence; but it is by no 
means excluded. Transgovernmcntal policy coordination seems to be in- 
icrent in complex interdependence; but transgovernmental coalitions - 
in winch different sectors of government work for conflicting policy goals 
by aligning themselves with agencies from other governments - arc found 
only under some’ conditions. r ' M 

Instruments of Slate Policy 

Under realist conditions, one expects military force, whether used directly 
or by linkage, to be the most effective instrument of state policy. Under 
conditions of complex interdependence, manipulation of economic inter¬ 
dependence in the issue area and of international organizations and trans¬ 
national actors are expected to he more important for achievement of 
states goals. 

As we have seen, although force remains a potential instrument of state 
policy m oceans issues, its use has become less frequent, particularly bv 
large stales. The fishery dispute between the United States and several 
.South American slates is illustrative. The smaller states frequently used 
nice in the fishery dispute, but generally against transnational actors 
(lislmig companies) rather than other states. The United States also tried 
to manipulate the transnational actors. For example, the Fisherman’s Pro¬ 
tective Act of 1054 and its subsequent amendments were designed as an 
alternative to using naval force to protect the American tuna fleet. By 
compensating fishermen for fines paid when their boats were seized, the 
United Slates government diminished their incentive to purchase Peruvian 
or Ecuadorian fishing licenses Hint might have implied acceptance of the 
ooutn American claims lo extended jurisdiction. 

1 he smaller states proved more adept, however, in manipulating trans¬ 
national actors. Not only did the seizure and fine procedure develop into 
a game in some instances, but Ecuador and Peru were able to use Ameri¬ 
can fishing companies (half of Ecuador’s tuna industry was American- 
owned) and oil companies as hostages and allies. For example, "the oil 
companies lobbied vigorously for Washington to reduce tensions over the 
h.slnng dispute for the companies’ sake.”” 1 When the United States at¬ 
tempted to apply economic sanctions, such as curtailing aid, the South 
Americans escalated the issue-for example, expelling diplomats and 
using the Organization of American Slates lo rally diplomatic condcmna- 
bon of American "economic aggression.” Because Americans were reluc- 
nnt to escalate, the greater commitment of the South Americans allowed 
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them to manipulate economic iiilordopoudcneo more successfully in llio 
politicul bargaining. 

More broadly, faced with the erosion of one regime, the great powers 
have tried to negotiate an alternative through international organization 
rather than unilateral measures backed by force. Within the context of 
conference diplomacy, the United Stales stimulated the formation of in¬ 
formal groups of delegates in an effort to “educate" delegates from less 
developed countries to the true nature of their specific functional inter¬ 
ests. As we have seen, however, these transgoveriimental contacts were 
used more successfully by small states than by the United States. More 
generally, as we will explore below, smaller and poorer slates have used 
international organization as a means of agenda selling and linkage in 
political bargaining. Although the residual possibility of the use of force 
by the great powers has aifcctcd bargaining in oceans issues, the threat 
of force has not been the most useful instrument of stales’ policies. 

In monetary affairs, as we have seen, force has sometimes been linked 
with other issues to allcct state policy. In the 1000s, in particular, the 
United States linked the protective role of force to monetary policy in 
order to alfect European policies. Ily and large;, however, other Instru¬ 
ments have been more effective. In the 1960s, the United States tried to 
counter pressure on its balance of payments by issuing guidelines de¬ 
signed to influence the behavior of American nuiltiuntionui corporations. 
France, meanwhile, was converting its excess dollars into gold to influence 
the United States by manipulating sensitivity interdependence under the 
rules of the Brctton Woods regime. Later, in 1971, the United States 
manipulated asymmetries in underlying vulnerability interdependence 
when it ended the convertibility of the dollar into gold. After 1971, Ameri¬ 
can refusal or reluctance to support the dollar in foreign exchange markets 
was often taken as part of a strategy to force other countries to agree to 
international monetary reforms favored by the United States. International 
organizations have not been as important in money as in oceans, as we 
will see below, but states have struggled to improve their bargaining posi¬ 
tions by changing membership and weighted voting formulas in interna¬ 
tional organizations, and by steering issues into (or out of) particular 
organizational forums. In short, force has beam linked with other issues to 
affect monetary politics, but, as in oceans, it has not been the most 
important instrument. 

Agenda Formation 

Under realist conditions wc expect the agenda in an issue area to be 
determined by security threats and shifts in the balance of power. But 
under complex interdependence, it will be aifcctcd principally by changes 
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m the distribution ol resources within issue areas as well as bv a variety 
Ol processes: the evolution of International regimes, and their ability to 
cope will, changing economic and technological circumstances; changes in 
the importance ol transnational actors; linkages from other issues , 
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United States at least, by a combination i,r liberalizing initiatives by 
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affected by imports.®'' It also contrasts with agenda-setting of oceans is¬ 
sues. 1 lie oceans agenda has been strongly influenced by^economic and 
cchnologicn 1 changes that have presented new threats and opportunities 
lo domestic groups. Coastal fishermen, affected by the technological ad- 
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response to domestic fishing nnd oil interosls. 1 ' 1 Incrensiiigly, however, 
the agenda has been alleeled by inlernalional eonlerenees, at whieli gov¬ 
ernments of poor countries, in particular, have agitated lor new arrange¬ 
ments that will more fully take into account what they perceive to he 
their interests. 

' In the oceans issue area, domestic and inlernalional political agitation 
about distributional ([tiestions raised by technological change contributes 
greatly to agenda formation. In the inlernalional monetary area, increased 
political salience seems to result largely I mm crises in the inlernalional 
regime. In the United Slates at any rate, Iewer domestic interests are 
mobilized, and the control ol policy has remained ehielly with the lreasuiy 
and State departments within the government, and the financial com¬ 
munity outside it. But for oceans issues, fragmented interests domestic 
and transnational — seem to have had more inlluence in bringing about 
agenda changes. 

In both issue areas our general expectation — that security threats will 
not bo n major source of agenda change — is borne out. But within com¬ 
plex interdependence many patterns are possible. Agendas in dillerenl 
issue areas do not all change in the same way. This variation will become 
even more apparent when we analyze changes in international regimes in 
the next chapter. At this point it should at least he clear that patterns of 
agenda change among issue areas vary considerably, even when complex 
interdependence is fairly well approximated. 

Linkages of Issues 

Under realist conditions, one expects linkages between issues to bo made 
principally by strong states, using their power in one area ol world poli¬ 
tics (particularly their military power) to coerce other states on other 
issues. Under complex interdependence, however, one expects linkages 
by strong states to be more difficult to make, since lorce will be ineffective. 
Nevertheless, a variety of linkages will be made, frequently by weak states 
through international organizations. 

This process is strongly reflected in oceans politics during the past 
decade. In the Geneva conferences in 1958 anil I960 several linkages 
were made, both between issues that were lunclionally connected and 
between those that were not. After 1967, linkages became even more in¬ 
tense, partly because of increased functional interdependencies among 
issues. In contrast to the assumption of unlimited resources that underlay 
the old regime, a sense of actual and potential competitive use developed. 
Reinforcing this impetus toward linkage was the inclination, particularly 
of Third World majorities at international conferences, to link issues to 
secure satisfactory overall bargains. 


i he major new issue since 1967, deep seabed resources, helped to 
precipitate this linkage. The promise of vast treasure at the bottom of 
the sea increased the number of countries interested in the oceans issue 
area iar beyond the major or moderate users of the oceans. With general 
rather than issue-specific interests, these new actors were a major source 
ol linkage. 1 he Seabed Committee established by the General Assembly 
in 1968 expanded Irnm the original thirty-five members to ninety-one 
members by 1971. I learning of their technological disadvantage on the 
seabed issue, the less advanced countries “doggedly introduced considera¬ 
tion of other maritime legal regimes related to the breadth of territorial 
sea rights of passage through straits and fishing practices, all of which 
added not only new dimensions of complexity but also of controversy.” r,n 
The United States and the Soviet Union both tried at first to keep the sea¬ 
bed issue separate from the others, but without success. Subsequently the 
United States linked economic zone concessions to free passage for mili¬ 
tary vessels, but generally speaking, at the conferences held on oceans 
questions since 1907, linkage has indeed become an instrument of the 
weak. 

'1 lie linkage process has been quite different in monetary politics. In 
the fast place, functional linkages are much more important. On many 
occasions during the last half century, United States Treasury Department 
reports have emphasized the obvious connection between international 
monetary and trade policies/' 11 International monetary policy is integral 
to macroeconomic policy and is therefore necessarily linked to other eco¬ 
nomic areas. 

Second, linkages have been drawn in the international monetary realm 
by the powerful as well as by the weak. In constructing the Brettou 
Woods system, the United Stales used foreign aid to aifcct the monetary 
as well as trade systems; Britain’s promise to restore convertibility of 
sterling in 1947 was a condition for the American loan of 1946. 07 After the 
breakdown of the “two-track” system, in which financial and military is¬ 
sues were handled separately among the Western allies/ 8 it was once 
again the United Stales that most frequently demanded the linkage of 
issues. This lime, trade and monetary afiairs were linked by Nixon and 
Conually; and in discussions with Europe in the early 1970s, the United 
Stales sought general agreement on a set of closely connected issues. 
Ibis linkage was justified in functional terms, but the orientation was 
nonetheless clear: “The political, military, and economic issues in Atlantic 
relations arc linked by reality, not by our choice nor for the tactical pur¬ 
pose of trading one oil' against the others.” r,n 

In the 1970s, less developed countries did try to link agreement on a 
new international monetary regime to concessions by the major powers. 
They did not achieve this objective, but they did receive some conces- 
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sions, in the Jamaica agreement of January 1970, on the sale of iMI 1 gold 
to benefit Third World iiicnihors, mid a liberalization of credit facilities. 
Yet their influence was clearly less strong in the IMF than in the Law ol 
the Sea Conferences. Not only were their votes fewer; they had fewer 
bargaining resources in the monetary issue area. On oceans, they could 
always make trouble by declaring extended jurisdiction and harassing 
anyone who violated their newly declared area ol control; on monetary 
issues, their only weapon was the costly one of default. 

Our expectations about complex interdependence are confirmed for the 
oceans aren: linkages by weak states are important parts of the political 
process. But they have been less important in the international monetary 
area, where great powers continued to hold most ol the political resources. 

Roles of International Organizations 

We have seen that international organizations involved in the oceans issue 
nrca have proliferated over the last few decades and that transgovern- 
mental policy coordination and coalition-building can take place within 
these international organizations. It is not rare to observe such bchavioi. 
In the International Maritime Consultative Organization (1MCO), officials 
from transport ministries sought to broaden the organizations jurisdiction 
to include all pollution rather than just oil pollution, although this action 
was against the position of the foreign offices of some of their govern¬ 
ments. 00 We have also noted that, ns expected under conditions of com¬ 
plex interdependence, international organizations have been significant 
agenda-setters, 

Even more important, the politics of rule-making in the oceans issue 
area has become closely associated with international organizations. 'I lie 
procedures of international organizations in this area emphasize sover¬ 
eignty and state equality. In the nineteenth century, it was unthinkable 
that a landlocked state would participate in rule-making for the oceans. 
But at the Hague Conference convened by the League of Nations in 1930, 
Czechoslovakia had equal voice and vote. 1 he codification conference 
dramatized the importance of deviant states and weakened the normative 
dominance of the great powers. 01 

Even so, the pattern of world communications in the 1930s was what 
Galtung calls feudal, with vertical communication between powerful and 
weak states, but little horizontal communication among the weak. 02 In 
the 1930s, states like Ecuador, Turkey, and Iran, whose efforts to extend 
their jurisdiction brought forth great power protests, were diplomatically 
quite isolated. Now common membership in an international organization 
would transform their potential diplomatic coalition into an active one. 

In recent decades, international organizalions have politicized oceans 
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issues and have greatly increased the number of slates active in these 
questions, Even without significant oceans-related capabilities, except for 
coastlines, governments of less developed countries have become iniluen- 
ral on these issues. The major maritime powers have been definitely on 
he dclensive in the United Nations Law of the Sea Conference. The fad 
that questions or oceans resources were raised in the United Nations 

literal Asm- .ly in 1907 activated a set of potential coalitions in an 

arena where majoritarian voting was the norm. The rules and practices of 
a general-purpose institution - the General Assembly - thus affected de¬ 
liberations on the rules and practices that would constitute a new oceans 
logime. I lie fad that the rules of the international organization favored 
less developed countries gave those countries additional influence. The 
expectations of our complex interdependence ideal type are therefore 
conhrmcdinthisca.se. 

The situation in the monetary issue area is somewhat different. Trans- 
govornmenta! networks were developed within international organizations 
such as the BIS, the IMF, and the OECD. But the interstate policy agenda 
io 7 o i i S ,ll|,<-<1 l, - v ll,e condition of the international regime. In the 
1 ' 79s, die less developed countries had some success in attaching their 
own preferred issues to the deliberations, but that success was limited. 
Most important, international organizations have not contributed to an 
explosive growth of Third World participation and influence, as they have 
m the oceans area. 

Monetary issues have been preempted by the International Monetary 
Mind and by smaller, more select "clubs" of industrial capitalist countries. 

'ey "ave not been decided at general United Nations forums. 00 In 
contrast to the oceans area, the international monetarv area in the 1960s al- 
leady had an established set of international organizations, with member¬ 
ship by most I bird World stales under inagulilarUtn conditions, with 
voles in approximate proportion to quotas in the IMF. 01 Furthermore, 
elite networks of central bankers and finance ministry officials - including 
bankers and officials from Third World countries — were already in place. 
It is lint; that as a result of European-American disagreements in 1971, 
lhiul World stales gained a greater role in deliberations for a new inter¬ 
national monetary regime, but this role did not make them major actors. 
I’inancial resources remained the keys to influence. After the price rises of 
1973 made major oil-exporting countries suddenly much richer, their IMF 
quotas were soon increased, but the increase reflected their new financial 
eminence rather than the norms or procedures of an international organi¬ 
zation. b 

Once again we find a contrast between political processes in the oceans 
and monetary issue areas. International organizations are significant in 
both areas. But in the international monetary area (hey serve chiefly as 
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instruments for the coordination of policy nmong cminlrics with financml 
resources. 'They reflect power resources more limn exercising n significant 
influence on outcomes. In the oceans area, by contrast., international 
organizations have increased the influence of small and otherwise weak 
states, at the expense of the major maritime powers. 


CONCLUSION 

Table 5.4 summarizes the extent to which our expectations about the poli¬ 
tical processes of complex interdependence, as discussed in Chapter 2, 
are borne out for oceans and money in the 1970s. In both cases the politi¬ 
cal processes were closer to those expected under complex interdependence 
than to those expected under realist conditions; but the correspondence 
of results in our expectations was much greater in the oceans than in the 
international monetary issue area. In particular, less developed countries 
had more influence in the oceans area, and they used international organi¬ 
zations more effectively. 

Over a longer period, the oceans case supports the proposition that as 
conditions in an issue area become closer to those of (simplex interde¬ 
pendence, political processes will change accordingly. The exercise of 
force by great powers declined, increasing small slates’ maneuverability. 
Multiple Issues and multiple channels of contact among societies rose. 
There were increases in politicization, bargaining linkages among issues, 
opportunities for small states, and involvement of international organiza¬ 
tions in oceans issues. Direct policy interdependence increased, as a 
result both of increased societal interdependence and of increasing aware¬ 
ness of indirect interdependence, particularly when unilateral claims of 
jurisdiction or control were made. The political process became increas¬ 
ingly complex, with more government agencies involved, and more op¬ 
portunities for transgovernmental as well as intergovernmental relations. 

In the international monetary area, on the other hand, we found con¬ 
siderable continuity in the issues and in the governmental agencies that 
dealt with them. Transnational actors became very important during the 
last fifteen years of the period; but up to that time, their greatest im¬ 
portance had been at the beginning of the period, in the 1920s. The most 
important change in the monetary issue system was not in the conditions 
of complex interdependence (which wore present in large degree through¬ 
out much of the period) but in governmental activities. Governments be¬ 
came much more active on international monetary questions — particularly 
the United States government, which had been extraordinarily passive in 
the 1920s. Politically responsive agencies such as the Treasury Department 
gained influence at the expense of the Federal llcserve Board and New 
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TAItl.li 5.4 POLITICAL. PROCESSUS OP COMPLEX 
INTERDEPENDENCE: OCEANS AND MONEY, 1970-75 

lixpcctatious under complex Borne out in Borne out in 
_ ""dependence conditions oceans area ? monetary area? 


C.oals of Coals of slates wilt vary try 
nc,ors issue area; transgovcrmncntal 

|><>lilics will make goals iliffi- 
cult to define; transnational 
actors will pursue their own 
goals. 


Instruments Manipulation of economic 

state interdependence; inter* 

M ic y national organizations and 

transnational actors will be 
the major instruments. 
Agenda The agenda will he affected 

formation by changes in the distribu¬ 

tion of resources within 
issue areas, the status of 
international regimes, 
changes in the importance 

linkages from other issues, 
politicization as a result of 
domestic politics, and the 
politics of international 
organizations. 

Linkages Linkages by strong states will 

of issues he difficult to make; hut a 
variety of linkages will take 
place. They will often he 
made by weak states through 
international organi/.ulions, 
eroding rather than reinforc¬ 
ing hierarchy. 

Roles of Significant as agenda-setters, 

international arenas for coalition formation, 
organizations and as arenas for political 
action hy weak states. The 
ability to choose organiza¬ 
tional forum for an issue 
and to mobilize votes will 
be an important political 
resource. 


Yes. 


Yes, though 
force is some¬ 
times used. 


Yes: inter* 

organizations 
and domestic 
politics espe¬ 
cially impor- 


Ycss both parts 
of prediction are 
borne out. 


Yes, in all three 
ways. 


To some extents 
hut under some 
conditions policy 
coherence is 
greater than the 
complex inter¬ 
dependence ideal 
type would 
suggest. 

Yes, though there 
was linkage to the 
protective role of 
force in the 
1960s. 

Yes: status of 
the international 
regime especial¬ 
ly important. 


No: linkages arc 
made, but as 
much by the 
strong as by the 
weak. 


Of lesser sig¬ 
nificance; 
important as 
arenas for 
coalitions and as 
coordinating 
devices, less so 
as agenda- 
setters or as 
arenas for 
political action 
by weak states. 
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York Federal Reserve Bank, which were nol directly under presidential 
control. Issues became politicized domestically in the late lOGOs and early 
1970s to an unprecedented degree, and international organizations be¬ 
came more important, at least as forums, than in the prewar period. At 
times of decision, splits within the United States government were re¬ 
peatedly evident. Bargaining linkages appeared at limes of sharp conflict, 
and tended to increase, not so much because the number of issues in¬ 
creased, but because governments, particularly that of the United Stales, 
used manipulation of linked interdependencies as an important policy 
instrument. 

We have not yet explained the changes in international regimes in the 
oceans and monetary issue areas. That comes next. At this point it is 
sufficient simply to note once again the differences between the two 
areas, both in the 1970s and in their evolution over the half century before 
that. Under conditions approaching those of complex Interdependence, 
international politics is different than in the realist world; but it is not by 
any means uniform. 


Chapter 6 


THE POLITICS OF 
RULE-MAKING IN 
OCEANS AND MONEY 


" 3 wc . f kl ' cl l,,,w i " ltl why regimes change and presented four 
explanatory models. We suggested that analysis should begin with the 
simplest, or most parsimonious, explanation of regime change and that 
one should add complexity as necessary. As we saw in Chapter 3 the 
simplest explanation of regime change would emphasize economic growth 
processes. 1 hat is where we shall start. h 

ECONOMIC PROCESSES AND REGIME CHANGE 

I he economic process model of regime change is based on welfare-oriented 
responses to economic and technological change. In it, international and 
tiaiisnational economic relations will tend to outgrow international re¬ 
gimes: the superstructure of world politics will no longer be able to cone 
with changes m the basic relations of production and exchange. In one 
way or another the regime will have to be adapted or be broken. This 
model implies that governments will be reluctant to deny themselves the 
weltaie benefits of economic interdependence, and that they will there¬ 
fore be under pressure to adapt the regime or quickly to construct a new 
one. It ignores questions about the international distribution of power. 
T ins tins model explains both the decline of international regimes (due 
to technological change and the growth of interdependence) and the re- 
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'v, TABLE 6.1 REGIME CHANGE: ECONOMIC PROCESS MODEL 



Accounted far by economic 

Date Issue area Description of change process model? 

Regime Establishment or Reconstitution 

Pre- Oceans Britain established Partially. Kcoimniic model explains 

1920 free seas regime. the benefits of a free sens regime for 

Britain. 

1925 Money Britain returned to Partially. The return to peacetime 

gold standard. economics made it possible. But mis¬ 

conceptions and the decision-making 
process are crucial to explanation. 


1944- 

Money 

Brctton Woods 

Partially. Interdependence was al a 

48 


regime established 
but held in abey¬ 
ance by agreement. 

low ebb. Percept ions of future bene¬ 
fits from interdependence did have 
an effect. 

1958 

Money 

Bretton Woods 
regime fully 
implemented. 

Partially. Economic recovery made 
the implementation of Bretton 

Woods possible. But the politico- 
military role of the U.S. was also 
very important. 

1976 

Money 

Kingston 

Agreement. 

Partially. Benefits of trade and 
capital flows created an incentive for 
agreement, hut close political rela¬ 
tions among ma jor countries also 
played an important role. 

Regime Weakening 

or Breakdown 


1931 

Money 

Britain departed 
from gold standard. 

Partially. Economic changes were 
crucial given a fragile political 
structure and previous political 
decisions. 

1945 

Oceans 

Extensions following 
Truman Proclama¬ 
tion. 

Partially. Technological change led 
to the incentive to appropriate addi¬ 
tional jurisdiction over the seabed. 
'Timing is not explained. 

1967 

Oceans 

Pardo speech; UN 
became involved. 

Partially. Perceptions of benefits due 
to technological change were impor¬ 
tant. Timing again is not explained. 

1971 

Money 

Bretton Woods 
regime collapsed. 

Partially. Technological and eco¬ 
nomic changes led to increased flows 
of funds with increased speed, and 
basic economic shifts to Europe and 
Japan were important. Timing, and 
the fact that the U.S. look the in- 
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construction or adaptation of such regimes (in response to the perceived 
lineal that welfare benefits will be lost otherwise). 

lablo G.J indicates the live occasions on which regimes were established 
oi reconstituted and the four points at which regimes have broken down 
or weakened sharply in the monetary and oceans areas since 1920. The 
economic process model predicts that regime breakdown will be accounted 
lor by technological and economic chango, and that regimes will be estab¬ 
lished or reestablished to ensure the welfare benefits of interdependence. 
As Table 0.1 shows, the economic process model explains some aspects of 
every regime chango. Technological changes have been rapid in both 
issue areas, and changes in economic processes have been important. The 
benefits of cooperating to manage interdependence have also been obvi¬ 
ous, oven though it has not always been possible to agree on how coopera¬ 
tion should lake place. 

Hut as wc said in Chapter 2, the economic process model does not 
piovidc a .sufficient explanation of any change. In every change interna¬ 
tional political factors were at least as important as economic processes. 
I’erhaps this model is best for explaining Britain’s 1925 return to the gold 
standard after peacetime conditions had been established, and its depar¬ 
ture from gold in 1931 under the stress of the banking collapse and world¬ 
wide depicssion. But even then, political factors were important. Britain’s 
haulers Imd a conception of their role in 1925, derived from Britain’s tra¬ 
ditional hegemonic position as well as from their economic beliefs, that 
contiilmted to their decision. Similarly, we cannot explain the events of 
1931 adequately without considering the lack of a coherent political 
framework among the major Western countries and the actions of France, 
in particular, against sterling in the preceding years. 1 

lhc economic process model also predicts some turning points that did 
not occur. After the disaster of 1931, this model would have led one to 
anticipate success at the 1933 London Economic Conference, because the 
costs of competitive exchange rate manipulation and trade barriers were 
evident to all. Yet the conference collapsed — as proponents of an overall 
stiucture model, pointing out the absence of hegemony or effective leader¬ 
ship, would have predicted. It is true that greater cooperation among the 
United States, Britain, and France was evident by 1936 in the Tripartite 
Agreement, but its provisions were quite limited. Only after World War II 
created the political and, to some extent, the economic conditions for 
cohesion among the major-capitalist countries, was substantial progress 
toward a new international monetary regime made. 

The economic process model provides necessary but not sufficient con¬ 
ditions for regime change in the monetary and oceans issue areas. Any 
complete explanation will have to include the distribution of power. The 
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simplest explanation in terms of power is the overull slriieture model — 
traditional high polities — to which we tom next. 

OVERALL STRUCTURE AND REGIME CHANCE 

The overall .structure model rests on the premise that the strong make the 
rules. International regimes must he consistent with the interests of the 
most powerful states in the system. As aggregate power relations change, 
international regimes change in corresponding ways. Because military 
power is dominant when constraints on its costs are removed, wars tend 
to create regime change. However, in Chapter .'I we also developed a 
model of eroding hegemony to explain the collapse ol international regimes 
in the absence of war. When overall power in an international system 
becomes dispersed, international regimes break down. When power be¬ 
comes more concentrated, new regimes, favorable to the powerltil stales, 
will be developed. 

The simplest version of an overall structure approach uses the distribu¬ 
tion of military power to explain the nature of international regimes. Our 
investigations found, however, that, with some exceptions, the distribution 
of military power does not provide very good explanations. I 1 or example, 
Britain’s dominance of the oceans before World War I was more pro¬ 
nounced than her general politico-military position in relation to other 
great powers. Between the wars, British leadership in maintaining a free 
seas regime was not accounted for by its general military position, which 
had been seriously weakened by World War I. After World War II, 
American dominance of the seas was much stronger than its margin of 
military and political superiority over the Soviet Union. In no case was 
the military power structure blatantly inconsistent with the oceans re¬ 
gime; but in each case there were considerable discrepancies between 
rule-making authority and overall levels of military power. 

A similar incomplete relationship between the structure of the military 
system and the ability to determine the rules is evident in the monetary 
issue area. Before the mid-1930s, the United States had less influence than 
one would have predicted from its military capabilities, and Great Britain 
had more. After World War II, the outstanding anomaly is the Soviet 
Union. In the international monetary system, Soviet influence has been 
virtually nil, because its economic system does not permit il to participate 
actively in international economic aflairs under the rules of the 1M1' or 
the CATT. Influence over international monetary aflairs has been con¬ 
centrated among major capitalist countries. 

As we argued in Chapter 3, the shifts in the distribution of military 
power only partly explain the erosion of the Brelton Woods regime during 
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the 1900s and its eventual demise. Changes in perceptions of military 
(limits, in the relative economic strength of the United Stales and its 
partners, and in hierarchical patterns involving Europe and the Third 
World all had an oiled. When these variables are added, the explanatory 
power of the overall structure model is much improved. The more sophis¬ 
ticated overall structure model is particularly good at explaining the early 
erosion of the Iron seas regime and the postwar establishment and imple¬ 
mentation of the Bretlon Woods monetary regime. 

Erosion of the Oceans Regime 

In the aftermath ol World War I, a weakened Britain had to make conces¬ 
sions to the United Slates over pursuit of smugglers on the high seas. By 
1945, the overall power ol the United States meant that the extensions 
outlined in the Truman Proclamation went uncontested. The Truman 
Proclamation was worded in a way that the United Slates hoped would 
avoid any further erosion of the regime, but many of the subsequent 
claims went much further than the Truman Proclamation. Despite the 
United States' naval preponderance and the fact that many of the offend¬ 
ing stales were in l.atiu America, an area of alleged American hegemony, 
the United Slates was unable to prevent further erosion of the regime. 

The overall power structure explains much of this situation. Between 
1945 and the 1900s, American dominance on the seas was significantly 
tempered by the facts that the United Stales was engaged in a global strug¬ 
gle with the Soviet Union and that its overall military strength was not as 
obviously superior as its naval power. Two factors arc important: Soviet 
policy, which was influenced by its global politico-military position, and 
American attempts at alliance leadership. 

Until the 1900s the Soviet Union held revisionist attitudes toward 
some important aspects of the oceans regime. As a continental power with 
a weak navy since its deleal by Japan at the beginning of the century. 
Russia had continually pressed for extended jurisdiction to protect its 
coasts. Indeed, from 15)17'iTlllil the early 1960s, it regarded flic law of the 
sea as “a set of rules to push others away from Soviet coasts.” 2 In the 
postwar period, it not only claimed and defended a twelve-mile territorial 
sett, but also "closed" important adjacent seas.' 1 Although il had a weak 
navy, its position as a nuclear power allowed it to deter any significant 
naval challenge to its coastal claims. In the International Law Commission 
and at the 15)58 United Nations Conference on the Law of the Sea, the 
Soviet Union encouraged other states to join jt in opposing the three-mile 
limit. It was not until the 1900s that the Soviet and American positions 
beg an to converge. 

Second, the bipolar power structure in the military system made the 
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United States the leader of a global aiiticommimisl alliance. During llie pe¬ 
riod of tight bipolarity when the perceived security threat from the 
Soviet Union was particularly strong, the United Stales placed security 
concerns and alliance maintenance at the top of its priorities. For example, 
in 1954, shortly after Peru successfully used force, against the Onassis 
whaling fleet (which the United Stales protested diplomatically), it was 
American policy to avoid a confrontation that would disrupt alliance rela¬ 
tionships. Instead it tried to “pul an end to what it considers exaggerated 
claims of territorial rights” through "piece by piece discussion of high 
seas problems” in the UN General Assembly. Yet in describing the agenda, 
a State Department official admitted that the oceans ipieslion was not vital 
compared with the disarmament and nloms-for-poaco issues.' 1 In 1950, 
when the United States found itself isolated on a vote by the Inter-Ameri¬ 
can Council of Jurists to recognize each state’s right to set its own limits, 
it resorted to bilateral diplomacy in Latin American capitals. It emphasized 
the threat that extended limits would pose to Western defense, but the 
result was merely an ambiguous formula at the next OAS conference. 11 On 
a personal visit to Peru, Secretary of State Dulles won agreement in 
principle on a fisheries pact, but his attention was subsequently diverted 
by the impending Suez crisis." 

In the meantime, the United Stales had passed the I'ishenuans Pro¬ 
tective Act, under which the United States Treasury reimbursed fines paid 
by tuna fishermen for fishing without licenses while maintaining the legal 
position of nonrecognition of extended jurisdiction. The United States had 
decided that it was cheaper to maintain its legal position by manipulating 
the domestic end of a conflictual transnational system than by curtailing 
the system or by intervening abroad. Whatever the legal cdect, the inter¬ 
national political effect was to weaken the credibility of American efforts 
to deter extended claims to oceans space. When the alliance leader con¬ 
fronted its weak allies in the oceans issue area, it was the superpower 
that blinked. As The Oil Forum explained to its clientele, in prewar days 
military reprisals would have been taken, but the government was alraid 
that a local confrontation might become "an awful atomic war”; and "we 
needed friendly relations with South America.” 7 As a nuclear superpower 
concerned with alliance leadership in a bipolar military system, the United 
States had less leeway in exercising its potential naval hegemony than had 
Britain. In the multipolar military system of the nineteenth century, she 
had not had to worry about objections from allies or nuclear throats. 

International Monetary llcgimcs 

The sophisticated version of an overall structure model has a mixed record 
of predicting regime change in the international monetary area. It docs 
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not explain the lad that in the 1920s Britain regained its position as the 
center ol international financial relations, and that the Bank of England 
became the. acknowledged leader in the international monetary system. 
Indeed, because the United States had the most overall military and eco¬ 
nomic power alter World War I, the overall structure explanation would 
have predicted an American-centered postwar regime.® Changes in the 
overall power structure did not precipitate the collapse of the monetary 
regime in 1931, although Britain's weakness made the regime more vul¬ 
nerable to pressures created by the world depression, The overall struc¬ 
ture model would not have allowed us to predict the international mone¬ 
tary regime of 1925-3.1, but once it had emerged, this model would have 
correctly anticipated the regime’s short life.f 

’I he overall structure model is most successful in the international 
monetary area lor the immediate postwar period. American military and 
economic dominance played an important part in the development of the 
Brolton Woods recovery regime (1944-48) and in the full implementation 
ol Brellon Woods in the years alter 1958, It was also significant though 
loss overwhelming in events leading to the 1971 regime change and in 
negotiations between 1971 and 1970. 

Hie development of bipolarity and (he perception of a Soviet threat ex¬ 
plain American willingness to hold certain rules in abeyance for the sake 
ol European recovery. The change around 1947 toward a more generous, 
even paternalistic, American policy toward Europe and later toward 
Japan, was affected bv the changing perceptions toward the Soviet Union. 
Fear of the Soviet Union, even as early as the spring of 1946, was crucial 
in increasing support in Congress for the loan to Britain. The next April, 
the Slate Department was busily organizing generous measures for Bri¬ 
tain, whereas the Treasury Department, less responsive to political and 
military trends, was being light and bankerlike, as before. 8 Massive Ameri- 

® American hankers sonata in 1018-20 In ensure Unit Now York would replace London 
ns llie major inlernnlinnnl linnneinl cooler, Iml disagreed on wlielhor this should Ire 
done hy competing directly with Itrilish hanks or by gradually "Americanizing” and 
dominating the lacilitics ol tin! Itrilish financial system. Disagreements among bankers, 
and lack ol strung support Irian lire government, helped to prevent American domi¬ 
nance Irian living nllnincd during the t920s. See Joan ilolf Wilson, American Business 
and Foreign Volley, 11)20-1033 (Lexington: University of Kentucky Press, 1071), pp. 
Id—17. Sec also Carl P. Parrini, Heir la /'hopin': United Slates Economic Diplomacy, 
1010-1023 (Pittsburgh: University of Pittsburgh Press, 1909). 

I No structure model can he expected to predict actions based on misperceptions of 
reality as the 1925 British return to gold was. Britain’s leaders overestimated their 
own resources and underestimated the stresses that the international economy would 
experience during the next dccatte. The lacl that ultimately the British effort to lead 
without sufficient political resources failed, as an overall structure theory would pre¬ 
dict, can be seen as evidence for the importance of this theory in explaining long-run 
change. 


R! 



130 | THE POLITICS OF HULK-MAKINO IN OCEANS ANII MONEY 


ISSUE STIlUCTUnE AND IIEGIME CHANCE | 137 


can aid, which had not been in prospect before tin; Soviet threat was per¬ 
ceived, despite the economic arguments that could sensibly be made for it, 
poured out to Europe, and to some extent Japan. After the fiasco of Bri¬ 
tain’s attempted resumption of convertibility in 1947, the United States 
not only tolerated European discrimination against the dollar hut also 
provided the European Payments Union with $350 million in working 
capital to establish a scheme, based on such discrimination, that would 
increase intra-European trade." Throughout most of the 1950s the United 
States looked benignly on its persistent balance of payments deilcils. In 
1950 the Treasury welcomed a net gold outflow as indicating an improve¬ 
ment in other countries’ positions. In 1955 the American liquidity deficit 
was cited ns helping other countries relax their exchange restrictions. 1 " 

Thus in the late 1940s and early 1950s, fear of the Soviet Union and 
military bipolarity helped to increase the willingness of the United States 
Congress and the Treasury Department to make concessions to European 
countries (and later to Japan) on international economic issues. This in 
turn provided American diplomats with instruments that could be used to 
work gradually toward implementation of the open, multilateral trade 
and payments issues of the Bretton Woods regime. Developments in the 
military system thus reinforced American political leadership as well as 
assisting America’s partners economically. They Ihereforo helped to en¬ 
sure that the United Stales would use its capabilities actively in the 
monetary system, rather than adopting the more passive or nationalistic 
policies of the intcrwar years. 

The rise in the economic capabilities of Europe and Japan clearly con¬ 
tributed to the collapse of the Bretton Woods regime in 1971. Yet the 
frequently proclaimed American economic decline was hardly precipitous: 
between 1957 and 1972, the United States’ share of world trade only fell 
from 10.8 percent to 14.4 percent (see Table 6.3, on p. 141). This gradual 
change hardly seems sufficient to explain the collapse of the Bretton 
Woods regime. Furthermore, the eroding hegemony model docs not ex¬ 
plain why the United States, rather than its challengers, precipitated the 
regime’s end on August 15, 1971. After all, it had tried during the Ken¬ 
nedy and Johnson presidencies to maintain the regime, and had used both 
financial ingenuity and politico-military power. Thus the overall structure 
model gives us important background for understanding the 1971 regime 
change; but it does not completely explain the change. 

Nor does the overall structure approach explain how a new regime of 
flexible rates and coordinated intervention could be agreed on in 1976, 
without the United States’ return to economic as well as military domi¬ 
nance or another power’s rise to preeminence. We should have expected 
that if the United States were not strong enough to maintain the Bretton 
Woods regime (due to erosion of its dominance), it should hardly have 


been able to impose a new regime. And wilhout^a dominant leader, there 
should have been no agreement on reform. Instead, there should have 
been a prolonged period, of jio.effective rules, and perhaps even the trade 
wars, monetary manipulations, and new mercantilism that were so widely 
predicted between 1971 and 1974.° 

Table 6.2 shows how adequate we found the overall structure model to 
be Tor explaining our nine cases of regime change. We found it to bo an 
adequate and elegant explanation of three cases. It is most valuable, as 
the table shows, lor the 1945—46 modification of tho oceans regime, and 
for the international 'monetary regime in the decade and a half following 
World War II. b 


ISSUE ST11UCTUHE AND REGIME CHANGE 

According to an issue structure model, the strong make the rules; but it is 
strength within the issue area that counts. Changes in regime reflect shifts 
in the distribution of power within the issue area. It is important in dis¬ 
cussing power in an issue area to recall the distinction in Chapter 2 
between two levels of action in world politics. At the first level, the inter¬ 
national regime is accepted as legitimate, with perhaps some minor dis¬ 
agreements, by all major actors, and politics takes place within the ground 
rules that it provides. Effective power over outcomes under such condi¬ 
tions will therefore depend on the nature of the regime as well as on 
underlying economic capabilities. Within an effective nondiscriminatory 
trading regime, for example, the ability to impose discriminatory trading 
restrictions without effective retaliation (that is, comparative iiwulnero- 
bilitij on this dimension) will not be a usable power resource in bargaining 
within tho rules of the system. 

The second level of political behavior is rule-making; actions at this 
level challenge the regime itself. In such a situation, the rules of the game 
are questioned by major participants. The regime is no longer a constant 

0 the events of 1071-70 are so recent that any interpretation of them can only be 
tentative. Some informed observers have taken n much more skeptical view of the 
Jamaica agreements than we do. See, for instance, Tom de Vriei, "Jamaica, or tire 
Non-Reform of the International Monetary System," Foreign Affairs 54, no. 3 (April 
1970), 577-005. Although no definitive judgment about the value or permanence of 
tile now regime can lie made at this lime, future developments will provide an inter- 
csling test of an overall structure model. If the Jamaica agreements collapse, and com¬ 
petitive manipulations of exchange rates or great instability become prevalent, the 
expectations of an overall structure model will bo realized. We could then infer that 
there was not enough central power to make the regime work. Conversely, if the 
Jamaica accords succeed and coordination is fairly effective, the overall structure 
model will seem less valid in this case. 
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TABLE 6,2 REGIME CHANGE: 

OVERALL STRUCTURE EXPLANATION 

Accounted [or by changes in 

Date Issue area Description of change overall power structure? 

Regime Establishment or Reconstitution 

Only |>:irlinlly. Untilin'* n;iv;il power, 
not overall military power, allowed 
her to set tlic rules. 

No. The shift in overall military and 
economic power should have pre¬ 
dicted U.S.-ccntcrcd regime. 

Yes. U.S. economic and military 
dominance was reflected at the 
Bretton Woods Conference and 
subsequently. 

Partially. U.S. dominance explains to 
a considerable extent the implementa¬ 
tion of the Bretton Woods regime, 
formed by the U.S. Yet the eco¬ 
nomic recovery of Europe was a 
necessary condition for doing so. 

No. Changes in overall power struc¬ 
ture, toward somewhat greater diffu¬ 
sion of power, would under the 
overall structure model predict no 
agreement, with hegemony eroded 
and unitary leadership impossible. 

Regime Weakening or Breakdown 

1931 Money Britain departed from No. Economic changes precipitated 
gold standard. the event. Changes in overall world 

power relations were not pronounced, 
although the weakness of Britain's 
position helps to account for the 
regime’s vulnerability. 

1945- Oceans Extensions following Yes. The U.S. was preponderant in 

46 Truman Proclama- 1945, and subsequently bipolarity 

tion. restrained the U.S. from using its 

naval dominance against South 
Americans. 

1967 Oceans Pardo speech; UN No. Overall power resources of poor 

became involved. and coastal states did not increase at 

this lime. 

1971 Money Bretton Woods No. Changes in overall military 

regime collapsed. power did not lead to the shift, and 

overall economic power shifts pro¬ 
vide only a partial explanation. 


1925 Money Britain returned 

to gold standard. 

1944- Money Bretton Woods 

48 regime established, 

but held in abey¬ 
ance by agreement. 

1958 Money Bretton Woods 

regime fully 
implemented. 


1976 Money Kingston Agreement. 


Pre- Oceans Britain established 
1920 free seas regime. 
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lml a variable: it is seen as favorable by some actors, unfavorable by 
others. I bis dislinelion is crucial to an understanding of issue structure 
arguments because dill'erent types of power resources — different power 
structures — will be relevant at this level. If the policy question is no 
longer how rules should he formulated within the constraints of an inter¬ 
national regime, hut rather how the regime should be designed, a much 
wider range of power sources (and therefore of comparative vulnerabili¬ 
ties) becomes relevant. To continue our example of a trade regime, if non- 
discriminatory trade is no longer assumed, the ability to impose barriers 
without effective retaliation becomes an important power resource. 

The issue structure approach relies heavily on this distinction. When the 
underlying distribution of power in an issue area is inconsistent with the 
effective distribution of power within a regime, the regime is likely to 
change. Stales that are strong in the issue area hut find themselves dis¬ 
advantaged by the rules of the international regime will try to undermine 
or destroy the system. Incongruity between underlying power structures 
and influence within a regime provides the dynamic for change. 

International Monetary Issue Area 

Die issue structure model helps us understand the collapse of the monetary 
regime in 1931 and makes ii major contribution to explaining the break¬ 
down of the Bretton Woods regime in 1971. We have seen that the inter¬ 
war monetary system based on Britain was weak not only because of the 
shaky world financial situation of the 1920s, but also because of the overall 
political structure that could not effectively support the regime. France 
made a nuisance of herself, and the United States was not prepared to 
take strong action to help. But there was an inconsistency between the 
underlying power structure in the issue area and the effects of the rules, 
which showed itself in two ways. Politically, France resented British pre¬ 
eminence in the international monetary area, which was symbolized and 
supported by the fact that sterling had been returned to its prewar parity 
with gold whereas the franc had depreciated many times over. Yet the 
fact that the franc’s value had been set low — indeed, undervalued — en¬ 
sured that France could put continual pressure on the pound. Thus France 
had political reasons to snipe at the regime. For Britain, on the oilier 
hand, it was difficult at best to maintain the prewar gold parity of the 
pound; and it became impossible once the banking collapse of 1931 oc¬ 
curred. liras Britain found that she was helpless within the old rules 
(because she could not change the value of the pound in terms of gold, 
hut also could not supply sufficient gold or foreign exchange to meet the 
demand at the current rate). Yet Britain was still a major financial power. 
Thus when she went off gold and allowed the pound to float (or inter- 
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vcncd lo niiuiipuliite (lie float), licr position iiiiioi'ilinlelv strengthened. 
In 1931 it whs this inconsistency lictwccn underlying power hikI the. con¬ 
straints of the regime that proved crucial as llritain abandoned the gold 
standard. 

Wo can also use our issue structure model to analyze the evolution of 
the Drctton Woods regime during the I9(50s. Under this regime the 
strength or weakness of one’s currency, compared with its par value, and 
the size of one’s international reserves were major sources of political 
strength or weakness. Within the rules of the regime, the United States 
was in an increasingly weak position in the 1900s as long as it attempted 
to avoid a run on the dollar and devaluation. Creditor nations with in¬ 
creasing reserves, such as Germany and Japan, were strong. The United 
States tried to persuade them not to use the power that their reserves 
represented. But as German and Japanese reserves increased, although 
these countries became more powerful within the assumptions of the Bret- 
ton Woods system (in which dollars could nominally he freely exchanged 
for gold), those assumptions became increasingly endangered. Germany 
and Japan themselves became vulnerable to a dollar devaluation, which 
would reduce the value of their dollar holdings. As Henry Aubrey pointed 
out in 1969, “surely a creditor’s influence over the United States rests on 
American willingness lo play the game according to the old concepts and 
rules. If the United States ever seriously decided lo challenge them, the 
game would take a very different course.’’ " 

By breaking the rules of the old regime, the United Slates in 1971 threw 
off the regime's constraints on the exercise of American economic power 
to influence international monetary politics. It was then able to use its 
fundamental economic power —its strong economy, its low ratio of foreign 
trade to national product, and its sheer size — along with its military and 
political influence —to change the rules of the monetary game. Having 
suspended the convertibility of the dollar into gold, the United Stales was 
no longer hamstrung by the re<|uiromonts of convertibility, and found it¬ 
self in a much stronger bargaining position after August 1971 than before. 

The difference between changes in the underlying power structure dur¬ 
ing the fifteen years before the breakdown of the Bretton Woods regime 
and changes in influence within the regime’s constraints can be illustrated 
by patterns of change in percentage of world trade and financial reserves 
for major countries during those years. Any figures such as these must be 
treated with caution as indices of power; they are very rough approxima¬ 
tions at best. Nevertheless, within the llrcllon Woods regime reserve 
levels were crucial, because one’s currency had lo be redeemed at estab¬ 
lished values for gold or foreign exchange. The alternative of allowing the 
value of one’s currency to change was difficult for any country lo accom¬ 
plish, but effectively impossible (without general consent or a change in 
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the regime) lor the United States. Alter 1971, the specter of trade wars 

or other forms ol ..petition made underlying measures of power, such 

as a countiys proportion of international trade, more important as power 
resources. 

Table 0.3 presents the relevant figures. The United States’ reserve posi¬ 
tion (indicating its power within the existing regime) dropped much more 
precipitously than its percentage of world trade (indicating its position 
in the underlying power structure). Were figures for gross national product 
to be used, the continued strength of the United States would be even 
inorc evident. Jn the early 1970s the United Slates still produced between 
25 and 30 percent of the world’s goods, compared with 13 to 15 percent 
lor llie Soviet Union and 7 to 8 percent for Japan.The underlying 
American position was further strengthened by the fnct that trade con¬ 
stituted a much lower proportion of national product for the United 
States than for its major trading partners. The United States was there¬ 
fore less vulnerable to disruptions in the international monetary trading 
systems than its partners were. 

these figmes reinforce our assertion that inconsistency between undcr- 
lyiug power and influence within a regime is a source of regime change. 
The striking changes in the international monetary system between 1957 
and 1972 cannot be accounted for by a simple thesis of decline in the 
American economy, when that decline only took the United Slates from 
J6.6 percent of world trade to 14.4 percent, and left it with over a quarter 
of win Id product. Hail the American position really become so weak, the 

TABLE 6.3 MONETARY l’OWER RESOURCES: 1957-72 

Regime-determined structure 
Underlying structure (reserves as percentage 

(percentage oj world trade) of world reserves) 


Country 

1957 

196 7 

1972 

195 7 

196 7 

1972 

United States 

16.8 

15.3 

14.4 

40.1 

20.0 

8.3 

United Kingdom 

10.1 

8.2 

6.9 

4.2 

3.6 

3.6 

1' ranee 

5.4 

6.1 

7.1 

1.1 

9.4 

6.3 

(iernmny 

7.7 

9.9 

11.5 

9.1 

11.0 

15.0 

Japan 

3.4 

5.6 

6.9 

0.9 

2.7 

11.6 

klcvcn major 
trailing stales' 1 

(52.8 

67.6 

70.0 

69.1 

70.9 

63.5 


Source ■■ International financial Statistics (Washington, U.C.: International Monetary Eund, 
for years indicated). 

a. The five stales listed above plus llclginm, the Ncihcrlands, Switzerland, Italy. Canada, and 
Sweden (Croup of'Pen plus Switzerland). 
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United Slates would uol liavo lioon nlilo In fnrir u drastic change, in lho 
international monetary system in 11)71; nor would il have seen ils essen¬ 
tial views on the nature of a future system prevail in the negotiations load¬ 
ing up to the 1976 agreement to amend the IMF's Articles of Agreement. 
It is the underlying strength of the United Slates, in the context of its 
weak position within the pre-1971 regime, that explains the regime change, 
not American weakness and decline (whether within the issue area or in 
aggregate power). 

Nevertheless, the issue structure explanation is not perfect. During the 
1960s the delay in adjusting the regime to the underlying structure was 
considerable; the issue structure explanation accounts for the removal of 
inconsistency, but not for its development in the lirst place. Moreover, 
the events of 1971 were followed by other events that cannot be explained 
structurally. The attempt to realign exchange rates at the Smithsonian 
Institution in December 1971, but to continue with a lixed rate, system as 
under the Bretlon Wood regime, failed as transnational money managers 
lost confidence in the dollar. The magnitude of financial movements, 
directed first against sterling (June 1972), then against the dollar in Febru¬ 
ary and March 1973, forced a move to do facto floating exchange rates. 
Eventually, this pattern was legitimized in the new Articles of Agreement 
for the IMF agreed upon at Kingston, Jamaica, in January 1976, which 
"embody the most far-reaching changes in the international monetary 
system since Bretton Woods.” 1:1 

These agreements cannot be accounted for by changes in the structure 
of power in the issue area, because that did not change greatly among the 
major industrialized countries during the years in which this agreement 
was negotiated. In part, the 1976 accord can be accounted for by the 
economic process model. Transnational organizations in the 1970s control 
such large amounts of liquid funds, mul the mobility of those funds is so 
great, that pegged exchange rales are extremely difficult, or perhaps even 
impossible, to maintain. A report for the United Slates Senate Finance 
Committee has estimated that in 1971 as much as $258 billion in poten¬ 
tially liquid assets was held by multinational corporations. 11 llicbard 
Cooper lias argued that "large-scale changes in exchange rales (as pro¬ 
vided for in the Bretton Woods regime) are not compatible with the high 
mobility of funds prevalent today.” lr ’ Because different patterns of eco¬ 
nomic ohange in different countries make permanently fixed rates impos¬ 
sible to maintain, he concludes that some pattern of flexible exchange 
rates is essential. Thus economic reality sharply constrains political choice. 

The economic process model also accounts for some of the incentives 
that officials had during the 1971-76 period to agree on a new regime. 
International trade and capital movements arc important to all indus¬ 
trialized countries, and some arrangements for regulating those movements 
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were clearly required after the turbulent years of 1973 and 1973, But 
such incentives existed in 19.33 ami 19,36 as well, and much loss was agreed 
on. It will be useful, therefore, to go beyond both the issue structure and 
economic process explanations (however useful both are) and to examine 
the political networks among officials that developed during the Bretton 
Woods regime. Thus the international organization model will contribute 
to our understanding ol recent international monetary politics. 

Oceans Politics 

I lie issue structure model fits quite well with the early eras of oceans 
politics. Indeed, when the freedom of the seas regime was established 
there was a mullislalc balance of power in the overall military system, 
but naval power was unipolar. In the early nineteenth century, the British 
navy was larger than all other navies combined, and in 1914, Britain still 
had nearly as many major warships (192) as the next three.naval powers 
combined (Germany, 89; United States, 67; France, 52). Moreover, Britain 
was the. major user ol the sea. In 1886, half the world’s merchant tonnage 
(ships over 100 tons) was British, and in 1914, the British merchant licet 
still represented 40 percent of world tonnage (and was four times larger 
than the second-ranking German fleet). 111 Britain had both the interest to 
establish a free seas regime (except, as we said earlier, in wartime, which 
she treated as a special case) and the structural power to enforce it. This 
did not mean that force was used in the normal course of events, but that 
its use. was not deterred when it was occasionally necessary to preserve the 
regime. As one writer described the pro-World War I system, 

I lie naval power . . . loudly proclaims that tile seals arc free in time of peace 
and that tile war problem is ihcreloro the only problem outstanding. This is loo 
strong. Naval domination operates in time of peace in die writing of die law 
lor future wars, in (lie writing ol the laws ol navigation, and the law of terri¬ 
torial waters. . . . The minor maritime slate receives . . . little attention in 
the drafting of sea law. 17 

One oiled ol World War 1 and the massive American naval building 
program associated with il: (1916-21) was to transform the unipolar pre 
war naval structure into a bipolar and subsequently tripolar structure, 
which was formalized in the 5:5:3 ratio of British, American, and Japanese 
major ships agreed on at the 1922 Washington Naval Conference (see 
fable 6.4). Britain was no longer able to enforce American adherence to 
the regime. Moreover, the United States was not as interested in adher¬ 
ence as Britain was. After the Harding administration ended the merchant- 
marine building program, the American merchant fleet dropped to half of 
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TABLE 6.4 DISTRIBUTION OF 
OCEANS-RELATED CAPABILITIES 


Capabilities 

l‘re-1914 

1920-.IV 

194 ft-65 

1966-75 

Overall military 
(measured by expendi¬ 
tures on military 
force) 

Multipolar 

Multipolar 

Bipolar 

Bipolar 

Military within issue 
area (measured by 
naval force ratios of 
major naval powers) 

Unipolar 

(U.K.) 

2:1 

Tri polar 
(U.K., U.S., 
Japan) 

5:5:3 

Unipolar 

(U.S.) 

3:1 

Bipolar 
(U.S., USSR) 
1.5:1 

Peaceful use: 
merchant shipping 

Unipolar 

Multipolar 

Multipolar 

Dispersed 

Peaceful use: 
fishing 

Multipolar 

Multipolar 

Multipolar 

Dispersed 


Britain’s. Although the. United Slates ranked second in fish catch, its fish¬ 
eries were, unlike Brilain’s and Japan's, essentially coastal, not distant- 
water. Although the United Stales (and Britain) usually insisted on 
adherence by lesser states during the inlerwar period, the United States was 
imperfect in its own adherence, extending jurisdiction for antismuggling 
controls in the 1920s and 1930s, exerting strong diplomatic pressure to 
discourage Japanese fishing on high seas oif its coast in the 1930s, and 
declaring a three-hundred-mile hemispheric neutrality zone after the out¬ 
break of war in Europe in 1939. In 1943, the lloosevelt administration 
began planning to extend jurisdiction over the continental shelf and fishery 
conservation zones. Because of the widespread citation of the Truman 
Proclamation as precedent, this extension proved to he a turning point in 
the transition from the regime of the first period to the quasi regime of the 
second. 

After World War II and well into the 1950s, the structure of naval 
power was again unipolar, but with the United Stales as the preponderant 
power. The United States laid twice as many major surface ships as 
second-ranking Britain and the third-ranking USSR combined.'* Even in 
1972, after the growth of Soviet naval power, the United States still had 
one and a half times as many major surface ships and large nuclear sub¬ 
marines as the USSR. 1 " When American admirals expressed alarm in 1974 
that their navy had “lost control of the seas,” Senator Slennis replied that 
the United States still had over twice the tonnage in major surface ships, 
with greater range and more weapons than the Soviet navy."" In short, at 


the end of World War II, the United States lmd more naval power than 
the rest of the world combined. In this respect, its position was analogous 
to Britain's in 19I I. Even at the beginning of our third period, the United 
Slates was Ihe preponderant surface naval power, with twice as many 
carriers and cruisers (92) as all the other powers combined, and twice as 
many frigates, destroyers, and escorts (013) as the Soviet Union and Bri¬ 
tain combined. al For much of Ihe postwar period, the United Slates had 
the naval capacity that would have been associated with a hegemonic struc¬ 
ture of rule-making power in an earlier period. 

The underlying power structure in the oceans issue area was consistent 
in the 1920s and 1.930s with the existing regime. Freedom of the seas was 
supported by (heat Britain, the United Slates, and Japan, although the 
United Stales obtained an exception for measures to curb smugglers. The 
change in the underlying power structure ns a result of World War II — 
with the United Slates becoming the dominant naval power —accom¬ 
panied, although it did not determine, the change from a free seas regime 
to a quasi regime in 1945, when the United Slates asserted extended juris¬ 
diction over fishing zones and the continental shelf adjacent to its coasts. 
American policy rcllcclcd a lag in decision-makers' perceptions of their 
state’s role and interest, as we shall demonstrate below; but the United 
States' ability to make such sweeping claims was undoubtedly facilitated 
by its dominance in naval power as well as in overall power resources. 

’I'lie regime change of the post-1967 period, however, is not accounted 
for by changes in the underlying power structure. New and weak states 
led the challenge to the strong quasi regime of 1945-67. Both the United 
States, with its continued dominance in oceans capabilities, aiid the Soviet 
Union, with its rapidly increasing capabilities, found themselves on the 
defensive in negotiations over the governance of oceans space and re¬ 
sources. Issue structure explanations fail to explain the rapid erosion of 
the old free seas rules since 1967. 

Thus for Ihe oceans issue urea, changes in international regimes during 
the last ton years are less well explained by overall or issue .structure ex¬ 
planations than previous changes were. The authority of strong states to 
make the rules for oceans space no longer goes unchallenged as it did in 
the prewar or early postwar periods. Although the underlying power struc¬ 
ture (naval resources) remains concentrated, it has not led to a strong 
regime in the postwar period. Rather the international regime has become 
weaker. 

Of the nine eases in Table 6.2, an issue structure model helps to improve 
our explanation of the pre-1920 establishment of the oceans regime and its 
early erosion in the 1940s, and it accounts for a large part of the regime 
changes in money in 193.1 and 1971, which the overall structure model 
was unable to explain adequately. Yet neither of the two structural models 
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fits well with the recent regime changes in oceans, mid Severn! of our 
(|ueslious about changes in monetary regimes in 1071 and 1970 remain 
unanswered. 


INTERNATIONAL ORGANIZATI ON 
AND REGIME CHANGE 

IIow do wo account for the failure of basic structural models to explain 
all eases of regime change well, particularly during the last decade? J heir 
failure is particularly marked lor llut oceans issue area. I low do we ac¬ 
count, for instance, for the inability ol die preponderant naval stale to 
deter the use of force against its tuna fishermen in a geographic area 
(Latin America) where its overall hegemonic power was alleged to be 
great? During the Cold War, bipolarity in die overall power structure 
provided part of the explanation, but it is not udctpinlc lor the period 
since 1967. How do we account for the fuel that liny Iceland prevailed 
over Britain in the cod wars? How do we explain the Iact that the two 
preponderant naval powers, the United Slates and the Soviet Union, have 
been on the defensive in negotiations over the governance of oceans space 
and resources? 

If power were analogous to money in a domestic economic system, these 
discrepancies would rarely occur, and when they did, they would not long 
persist. Actors strong in overall military power resources would redis¬ 
tribute them to achieve equal marginal utility of outputs across issue 
areas. Similarly, actors with power at the underlying structure level of an 
issue area would try to make the regimes more consistent wilh the under¬ 
lying structure. In political terms these attempts would ollon lake the 
form of linkages among issues — improving one’s position where weak by 
linking results there to an issue in which one was strong. There would lie 
a tendency toward congruence between structures and regimes —both 
within issue areas and between overall military structure and various issue 
areas. 

In our monetary cases we found such a tendency toward overall con¬ 
gruence in the 1940s and 1950s, and within the issue area in 1931. and 
1971. Yet in monetary politics, and even more in recent oceans politics, 
incongruities between structure and regime exist. These incongruities 
suggest that power resources in situations of complex interdependence 
arc neither fully homogeneous nor fungible. Capabilities in one area may 
not be easily translated into influence in another —or even, under existing 
regimes and procedures for decision, into influence in the same issue area. 
One of our most important analytical tasks is therefore to understand the 


exeeplions and limitations to basic structural hypotheses that rest on as¬ 
sumptions about llie lungihilily of power and predict high degrees of 
stiuclure-iegime congruence. Or, to return to the metaphor wc used in 
Chapter power like water may seek a common level, but the analytical 
challenge is to understand the heights and strengths of the dikes and 
dams that maintain separate levels and areas of power in world politics. 

I lie international organization model developed in Chapter 3 helps to 
account for some ol these discrepancies between the underlying power 
structure (overall or issue-specific) and regime change, it assumes political 
processes typical of complex interdependence, and an independent effect 
of rules and norms both within and surrounding an issue area. Regimes 
established in coiilormily with the underlying power structure in one 
period, may later develop lives oi their own. Underlying power resources 
may be immobilized by norms and political processes so long as the regime 
lemains in place, for example, the rules of the Brctton Woods regime im¬ 
mobilized underlying American monetary power in the 1960s, and allowed 
European countries to put more pressure on the United Stales through the 
balance of payments, as Dc Caulle did in converting dollars into gold. 

According to an international organization model, outcomes are pre¬ 
dicted by regime-dependent capabilities; that is, capabilities that are 
legitimized and made possible by norms and processes that characterize a 
regime. It should be clear that the power relations in a regime process 
model are weakly based on sensitivity dependence, and are thus con¬ 
stantly susceptible to being overturned by strong military states or by 
stales that have more power in terms of vulnerability interdependence 
within the issue area. It is remarkable that slates are constrained by 
regimes and organizations at all. Under realist conditions, the overall or 
issue stiuclure models should account for regime change, and an interna¬ 
tional oiganizalion model should only help account for regime persistence 
or lags in the timing of changes. 

A major contribution of the international organization model is indeed 
to explain regime persistence, but one can also derive predictions from it 
about regime change. In this model, the breakdown or weakening of a 
regime is explained by changes in the norms and organizational processes 
of woild politics. A regime may be altered by the emergence of new 
norms in other areas of world polities, which arc then transferred to the 
particular issue area, or by the application of established norms (which 
operate in other issue areas or in particular organizations) to that issue 
aioa. Similaily, a regime may be altered by political bargaining processes 
that diminish the position ol the states with underlying power that gave 
lise to the regime. Or, the development of networks of political interaction, 
often centered on international organizations, may facilitate agreement 
on new principles lor an international regime. 
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As wo have soon, if issue structure explanations on- milled lo the ovornll 
ajiproach of traditional theory, they (combined with tin: economic process 
approach) can explain fairly well three ol the four eases of regime break¬ 
down or weakening in Table 6.2. Yet ihe basic structural explanations do 
not adequately explain erosion of the oceans regime after 1907. 

Oceans Politics 

The erosion of the free seas regime since 1907 has been caused largely by 
the norms and the political processes of the United Nations. As we noted 
in Chapter 5, the norms and procedures of inlernalioniil organizations in 
the ocean? issue area emphasize sovereignty and state equality. This was 
true in 1930 and 1958; but force still played a greater role in 1930, and 
the coalition patterns at the Geneva Conference of 1958 reflected the 
overall bipolar division of the world, lly the mid-1900s, the two naval 
powers, the United Stales and Soviet Union, were less antagonistic and 
were both concerned over possible extensions of coastal states claims to 
territorial seas. They discussed the possibility of a narrowly defined con¬ 
ference to deal with the issue. The 1907 speech by the ambassador liom 
Malta, anticipating a technological breakthrough that would unlock the 
treasure chest of tho deep seabed, not only speeded up the agenda foi 
the great powers, but also recast the issue more in terms of distributing 
ocean resources than managing oceans space, as a public highway. After 
the establishment of a Seabed Committee, Ihe linkage ol additional issues 
by weak states, and the General Assembly call for a Confoiencc on the 
Law of the Sea, oceans issues were determined as much by egalitarian 
organizational procedures and by confrontation between rich and poor 
nations as by naval power or oceans capabilities. 

The result, according to one observer of the negotiations, was that 

major maritime countries no longer control the process, ’the process is now 
controlled by the coalition which largely lacks major ocean-related capabilities 
yet seeks to redress inequalities in the distribution of world income via the 
medium of tiro ocean. Moreover, this coalition was mobilized, some opponents 
would even say “captured," by two groups: (I) those slates pushing the 200-mile 
territorial sea claims; and (2) those states ideologically seeking a redisitibution 
of resources and therefore income. 22 

Patterns of influence in international organizations and conference 
diplomacy arc often quite different from what one would predict fiom the 
underlying structure. Moreover, the broader and more general the forum, 
the greater the divergence is likely to be. Ihe structure of influence in 


the International Oceanographic Commission (IOC) or International Mari¬ 
time (.onsullalive Organization (IMCO), each with about seventy members 
and a specific functional jurisdiction, is quite different from the structure 
ol influence in a Law of the Sea Conference with twice as many members 
and a virtually unlimited agenda. Negotiating law of the sea questions in 
the UN General Assembly resulted in an organization-dependent structure 
ol capabilities resembling that of the United Nations Conference on Trade 
and Development, in which the coalition of less developed countries (the 
Croup of Seventy-seven) first formed and earned its label, A study of 
influence in UNC 1 AD in 1969 found that the correlation between influ¬ 
ence in UNCTAD and structural power as measured by a general index 
of overall power was only .<13, and as measured by issue-specific power 
(based on share of world exports) was only .41. 2:1 Edward Miles found a 
similar pattern of regime-dependent influence in the UN Seabed Commit¬ 
tee; the Latin American and African groups were most influential, and 
group collusiveness was a much more important source of influence than 
country capabilities or global status. 21 

Not only did international organization create a separate organization- 
dependent structure of influence among states, but it also weakened the 
bargaining position of the leading naval power. Potential coalitions at 
international conferences are not restricted merely to states. Sometimes, 
subgovern mental agencies’ interests are more like those within another 
country than those of competing domestic agencies. International meetings 
sponsored by the United Nations provided the physical contact and legiti¬ 
macy lor some of these potential transgovcrnmcnlal coalitions lo become 
active. The functional clubs at the Law of the Sea negotiations had this 
effect. As we saw earlier, American fallback positions in bargaining were 
often disclosed in advance. A particularly important instance was tile lob¬ 
bying by United Stales Interior Department and oil company officials with 
less developed countries in favor of broad coastal state jurisdiction over 
the continental shelf (contrary to then official United States policy) at the 
Geneva sessions of the Seabed Committee. 22 Besides lobbying govern¬ 
ments at international conferences, transnational oil and mining companies 
have sometimes formed joint ventures in several countries to affect 
governments perceptions and definitions of their interests in hitherto un¬ 
charted areas. In Chapter 5 wo presented further examples of transna¬ 
tional and transgovermnenlal networks aflecting political bargaining. All 
these cases indicate that some “domestic” interests in the leading naval 
power were not constrained by national boundaries in their choice of 
political strategics or coalition partners. 

One should remember that the international organization model docs 
not completely ignore the underlying power structure. In oceans negotia- 
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tions the structure of force lurks in the background. After all, the United 
Stales or the Soviet Union could always refuse In ratify the outcome of 
the conference and could send naval ships to defend, for example, deep- 
sea mining operations. This possibility enters into the organization-depen¬ 
dent structure of influence that statesmen weigh in conference diplomacy, 
but force must compete with many other sources of influence peculiar to 
conference diplomacy. As the politics of rule-making in the oceans issue 
area worked after 1907, however, naval force played a role only after 
passing through the distorting prism of international organizations. And 
regardless of whether the United Nations Law of the Sea Conference will 
produce a treaty that will be ratified by most slates, by .1976 the free seas 
regime had been permanently altered by the political changes best ex¬ 
plained by the international organization model. 

Why did the predominant naval power allow these changes to occur? 
The answer lies mainly in the growth of conditions of complex interde¬ 
pendence. The multiplicity of issues and channels made the United States’ 
“national interest” in freedom of the seas more difficult to define and put 
into practice. At the same lime, the fact that using force was more costly 
for great powers had a pronounced effect on rule-making in the oceans 
issue area. Unlike the monetary issue area, in which economic power is 
the basis of the underlying power structure, in the oceans issue area the 
traditional underlying structure was based largely on naval force. In re¬ 
cent decades, force, unlike financial power, has become much more costly 
for great powers to use against small stales. Its use, or even the public 
threat of its use, is highly visible, provokes immediate and intense oppo¬ 
sition, and frequently contradicts important domestic values. 

This change is not completely new. Early in this century, 

little headway in restricting belligerent rights was made until Great llriluin, 
under the pressure of humanitarian considerations, the protests and threats of 
retaliation by neutrals, complaints from llritish shipping interests over the un¬ 
certainty of their (neutral) rights during the ltusso-|apanese War, and other 
influences, voluntarily began to surrender her more, extreme demands. 211 

Changes in public attitudes and interests helped to make force less useful, 
but the advent of nuclear weapons after .1.915 was more important, particu¬ 
larly for the superpowers. As wo saw in Chapter 5, as gunboat diplomacy 
became less usable for the large stales, paradoxically, the smaller powers 
began successfully using gunboats in the postwar (but rarely in the pre¬ 
war) era. As naval force became more costly for the great powers, the)' 
became more willing to tolerate rule-making politics characterized by the 
organization-dependent power structure, rather than resorting to the under¬ 
lying power structure. 
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expliumtion of the monetary area was entirely sullleient would be to ignore 
ft very important feature of that issue area. "Controversy over the choice 
of an international monetary regime,” ltiehard Cooper says, involves not 
only dilfercnces over goals and dislrilmtioi.i of henefits, hut "uncertainly 
about the trustworthiness of other countries with regard to their behavior 
within any chosen regime.” al Despite high-level conflicts, a certain degree 
of trust was built up at the working level during the Brclton Woods era. 
An extensive and deep network of relationships developed among finance 
ministers, governors of central banks, ami their subordinates. Trunsgov- 
crnmcntal policy coordination became frequent, along with dose inter¬ 
governmental ties. Since 1973, informal coordination among central banks 
has become much closer, as a means of regulating and modulating a 
flexible exchange rale system, and (he major (inancc ministries have also 
been in constant contact. Indeed, the 1970 agreement on regime change 
(including changes in the IMF articles) depended on the belief that further 
development of close policy coordination among major countries could 
moderate the effects of flexible rates. This belief was based on the mutual 
confidence and close ties that were built up over several years, beginning 
with tho Bretton Woods regime, and that were disturbed but not irre¬ 
vocably ruptured by the Nixou-Connully actions of 1971. The. aftermath of 
1971 was very different from the aftermath of 1931. The interim Commit¬ 
tee proposed that 


the amended Articles of Agreement should include a provision by which the 
members of the Fund would undertake to collaborate with (he Fund and with 
other members in order to ensure that their policies with respect to reserve assets 
would be consistent with the objectives of promoting hotter international 
surveillance of international liquidity and making (he special drawing right the 
principal reserve asset in the international monetary system. :la 

Although it is difficult to document the precise importance of these policy 
coordination networks, participants in the system consider them very 
significant. Those who' ignore the effects of elite networks created under 
a previous regime risk misinterpreting reality. 

In summary, the international organization model is less precisely de¬ 
fined than the basic structural models. Norms and processes that will be 
effective for all issue areas arc difficult to specify in advance. The predic¬ 
tions of the international organization model are more indeterminate, 
ruling out certain directions but leaving open alternate paths in the direc¬ 
tions to which it does point. It is definitely a supplemental approach, to 
be used when simpler and more determinate structural and economic 
process models used alone woidd distort reality. Yet, as we have seen, 
particularly for the oceans issue area over the past decade, and in some 
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significant ways lor monetary polities, the international organization 
(odd provides insights Hint are crucial to understanding the politics of 
regime change. 1 


LIMITS OF SYSTEMIC EXPLANATIONS: 

DOMESTIC POLITICS AND LEADERSHIP 

Systemic explanations are limited. They cannot explain, for example, why 

f r I * " 0t ,B0 ll "' ir , ' osou,c<;s ' l< > «Urocl or control 

in c, national regimes as lor instance, in the case of the United States’ 
nlernational financial policy during the 1920s. The theory of eroding 
hegemony is only a partial explanation. We need to introduce lags in 
peiecptions behind changing events, and such lags can be explained only 

tie I i T, .' '’"r'"", 11 ,), ’ lilic ' S in lhc K r( ' at I ,(,wcrs aild U»o domra- 
tic effect of transnational relations. This limitation affects all or our svs- 

eniic models, but particularly the two structural ones that focus on the 
basic power capabilities of states. Tho international organization model 
at leas points us toward the political processes typical of complex intcr- 

cpendcnce, in which the line between domestic and international polities 
is blurred. 1 

A theory of leadership lag helps to explain one of our cases - the 
anomalous case of money after World War I-and also helps us under¬ 
stand the beginning of tho erosion of the oceans regime. Charles Kindlc- 
berger has suggested that in periods of transition in the underlying power 
st.ucture of an issue area, a newly powerful state will develop the capa¬ 
bility lor leadership before It perceives the benefits to be gained and the 
necessity foi its leadership. Furthermore, secondary powers, used to taking 
eadcrship for granted, are likely to pursue policies that weaken the syt 
! ."' m ' S '’ 'Vorh! Wars, the United States failed to exercise 

intei nalionid fnianeial leadership, leaving this task to a weakened Britain; 
.1 lance sought power in its national interest, without adequately 

or nob.'' i’ ?T-| U ," t - t !r repC1 ' CUSSi0 "' S of its 1™«««™ "" world economic 
oi political stability. :l:l 

Alter World War II, however, the United States seized world leadership 
on international monetary questions. After 1947, this leadership was rein¬ 
forced by the impact of the Cold War and politico-military bipolarity as 
discussed the previous section. A hierarchy of issues was established, 
headed by national security. Exercising leadership on international final,: 
cial issues was part of the overall strategy of building militarily and 
economically strong allies in Europe and japan. Building a stable interna¬ 
tional monetaiy sys.. was obviously crucial to success in the larger 
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design, and short-term ncnmcrcantilisl interests wen; not l " 

interfere, in llio first twenty or so years allcr World Win II. By I47L 
ambiguity bad arisen. While officials in the slale and treasury depart¬ 
ments were announcing to Congress the subordination ol mterna lonal 
monetary policy to national security policy. President Nixon was public y 
justifying his actions to force devaluation on the grounds ol creating jobs. 
Until at least that point, however, American nllicials lieliels in the need to 
exercise leadership, and to keep the dollar strong, laid been strong motiva¬ 
tions for using the underlying power resources of the United Males to 
maintain a dollar-centered international monetary regime. 

Kindlcberger's theory of leadership lag was designed to apply to the 
interwar monetary system, where it certainly contributes to our undei- 
stnnding of regime change. It also helps to account for American be¬ 
havior hi the oceans issue area at the end of World Y\ ar II. Ihioughoil 
the prewar period, Britain had been the leader in preserving the regime 
structure..The United States had not only been something of a fiee lidu, 
but had demanded exceptions to the regime when strong domestic mtei- 
csts such as prohibitionists and the Justice Department or West Coast 
salmon fishermen, pressed their demands on Congress and the piesident. 
The Truman Proclamations of 1945 arose out of the domestic politics ol 
the fishermen’s lobby and the domestic interests of the oil mdustiy in o - 
shore drilling. Leadership was taken bv the Interior Department. 1 he 
published documents indicate that the navy did not play a significant m e; 
and the State Department played only a secondary one.- 1 u a sonse, h( j 
Truman Proclamations were a leftover Irom the 1930s. in l.Mo, the United 
States was the de facto leader, lint its leadership perceptions were still 
those of a free rider until Latin American imitators shocked it into new 
perceptions of its systemic interest in regime maintenance alter 19 Id. 

In both the monetary and oceans issues, attempts to exercise leadership, 
once the need for it was perceived, were complicated by the diversity ol 
interests involved. In the oceans issue area the diversity ol interests in¬ 
creased dramatically after World War II will, the growth in its complexity. 
Whereas fishing and navigation were the major uses ol the oceans belore 
the war, after 1945 the rise id new issues such as ollshore drilling, deep-sea 
mining,’ and ecological protection confronted the United States govern¬ 
ment with a large array of ''domestic'' groups and corporations that were 
concerned about oceans policy. Moreover, one of the new issues, ollshore 
drilling, reinforced coastal rather than high seas interests, and the most 
valuable American fishing was coastal rather than in distant waters. Un¬ 
like Britain leadership, which raced a happy coincidence ol its security 
and economic interests, American leadership of a live seas regime sullered 
from internal cross-pressures. 

In the monetary area, two American policies tended to damage domestic 
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interests: allowing Europe and japan to discriminate against the dollar, 
and thus against American goods; and maintaining a stable value for the 
dollar even as Europe and Japan regained their competitive position, 
import-competing industries, and workers in those industries, were par¬ 
ticularly hurt by those policies. As the United States balance of trade 
slipped into deficit and I lie unemployment rate rose in the late 1900s and 
early 1970s, protests against this situation rose, although they at first took 
the- lorni ol complaints on the Iradii side, not the monetary side. The AFL- 
(30 became prolectionisl; pressures for quotas on textile and steel prod¬ 
ucts increased. 

In the face of these pressures, perhaps what is most remarkable, both in 
oceans and monetary policy, is not the exceptions but the. extent to which 
American policy wa.s defined in systemic terms, with the United States 
cast in the role of loader. On the. whole, the navy, distant-water fishermen, 
and shippers were able to define ‘‘the national interest” in oceans policy in 
a classical maritime fashion between 1947 and 1972. Until 1971, the New 
York financial community’s attitudes, as reflected in the views of the Fed¬ 
eral Reserve Bank of New York and a succession of high government 
officials from Wall Street, were reflected in postwar American interna¬ 
tional monetary policy. In 1971, however, it was not a banker who advised 
Nixon to take strong action, but “Mr. Peter Peterson, ex-president of Bell 
and flowcll, a midwest corporation which became a conglomerate by 
being driven out of its original photographies by Japanese competition,”™ 
And the treasury secretary was a man who laid risen through Texas poli¬ 
tics, not the Wall Street financial route. 

In both oceans and monetary policy, organizational or economic interest 
buttressed a case for systemic leadership that was attractive to globally 
oriented political leaders. It is not that distant-water fishermen, shippers, 
and the navy determined oceans policy themselves, or that the bankers 
controlled monetary policy absolutely; but that as long as opposition to 
these groups was not very strong, they benefited by being able to identify 
their preferences with contemporary political conceptions of America’s 
role in world allairs. The particular interests of domestic groups and the 
perceived national interests ol the political leadership reinforced each 
oilier, although more consistently in international monetary affairs than 
in oceans policy. 

This brings us to the question ol domestic actors' political strategies, as 
they alle.ct international leadership. Different groups have different inter¬ 
ests, which in principle are hierarchically organized by policy decisions 
and dressed up with the cloak called '‘national interest.” However, as we 
noted earlier, the politics of international organizations and conferences 
sometimes provide opportunities for de facto or active coalitions of na¬ 
tional groups whose mutual interests diller from that hierarchy. Domestic 



150 | THE POLITICS or lUILE-MAKINC IN OCEANS ANI> MONEY 

groups compete to allocate issues among international forums; to link or 
separate issues. In the process they politicize the issues, stimulating the 
attention of a broader range of interest groups and hureaucraeies. As a 
result, the national strategics of major slates may not he shaped simply by 
perceptions about international system leadership, but by domestic inter¬ 
ests. Predictions about congruence between international structure and 
international regimes may fail because key domestic actors in major stales 
capture the policy process and turn policy toward their interests, and 
against the politico-military interests or the aggregate economic interests, 
by which realist theory assumes states are guided. 0 

In the oceans issue area, domestic actors' strategies, particularly those of 
prohibitionists and fishermen, had a major elleel in the prewar period, but 
between 1046 and the late 1060s, the navy was more elfecllve, and United 
States policy was oriented toward leadership ol the system. ( Since 1067, 
as Ann Hollick has shown, the politics of rule-making through international 
organizations and conferences has led from international to domestic poli¬ 
ticization of the issue, has aroused and involved a broader range of 
domestic interests, and has subsequently strengthened the position of 
coastal interests in the United States/" 1 The national interest expressed in 
the United States policy enunciated in May 1970 largely reflected the 
view of the navy with its strong emphasis on security and free seas. Sub¬ 
sequently, the American position was considerably translormed as domestic 
actors with coastal interests interacted with resource-oriented weak states, 
which promoted broad linkage of issues to improve their bargaining posi¬ 
tions. In a sense one can imagine the Law of the Sea negotiations as con¬ 
sisting of national positions, which are cross-cut by two large potential 
coalitions, one coastal and one maritime. The existence of these potential 
coalitions influences national positions over time as governmental subunits 
or nongovernmental actors pursue strategies that stretch and strain the 
bounds of national policies. 

In the international monetary policy issue area, political strategies by 
domestic groups were more muted. The Treasury and Stale departments 
have vied for dominance; and nongovernmental organizations with direct 
interests in the area, such as banks and multinational corporations, have 
expressed policy views. Hut there has been more public controversy, about 

'To some extent this is the ekl issue of the (inference between “systemic' and "na¬ 
tional” determinants of international politics. I r or a general discussion with relerenccs, 
see K. J. Hnlsti, Inleniti/laiHil Polities: A Frniiivwinl; jor AmW|/.tf.i, 2d ed. (linglewood 
Cliffs, N.J.: Prentice-Hall, 1972), pp. 353—100. 

f in 19-18, fishery interests pressed for the creation ol a bureaucratic ally in the Stale 
Department. Until recently the resulting position of special assistant for fisheries and 
wildlife lias tended to he held by persons previously associated with distant-water 
fisheries. 
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hade I.sst.es and the activities of multinational corporations. Monetary 

'“"'V'"" IO ..hade questions, and their effect's 

■stem less easy to understand or to assess than those of textile imports or a 
runaway plant. Ifepresenlalivos from labor unions or import competing in- 
duslne.s can more readily identify the benefits from import quotas, or an 
expanded adjustment-assistance program, than from devaluation of the 
dollar Analysts olten observe lliat even when, from an economic point <,r 

oimhi ' I k !' S 11,0 'ung-ruii general interest, political actors 

might to be discussing exchange rales, they arc in fact talking about re- 
strainls on trade or investment. ° 

Economists have used the term monetj Illusion to refer to popular ut- 
lenlmn lo wages and prices expressed in monetary rather than real terms. 
Analogously and particularly under the stable fixed rate regime of Iiret- 
to.i Vtoods there has been a political money illusion; political groups have 
paid less attention to the welfare consequences of monetary policy than to 
the more readily apprehended trade policy. Whether this political money 
illusion is weakening after the events of the 1970s and under flexible rates 
ts an important question for the future. Thus far the uncertain effects of 
monetary changes, parlicularly for people who do not understand the 
technicalities involved, provide strong incentives for political actors (who 
me olten oriented toward the short run anyway) to focus on specific trade 
and Investment measures designed lo correct Immediate problems. Con¬ 
gress, and groups with access to it, usually stress trade and investment 
policy lather than monetary policy. 

VVe have defined |)oliticizaliou as increasing conlroversialily and agila- 
mn that raises an issue's priority on the policy agenda and the level of 
government at which it receives attention. Roughly speaking, politiciza- 
ioii that leads lo top-level attention comes bom two directions; from 
below (domestic politics, whether popular, legislative, or bureaucratic) 
and from the outside (the activities of other governments and international 
mgam/.alions). I he way in which issues become politicized affects the 
governments ability to adopt an international systemic perspective rather 
am a domestic perspective. Postwar money and oceans provide an illumi¬ 
nating contrast. 

Overall, of course, international monetary policy, as well as oceans 
policy, has become much more highly politicized in recent tears. Hut in 
he monetary area, politicization has principally been a result of interna¬ 
tional systemic crisis, in which conditions for maintenance of an interna¬ 
tional regime were increasingly inconsistent with economic and political 
leahlies. It has not been caused by domestic group strategies. In the 
oceans policy area. I.v contrast, politicization' was initially a result of 
other governments' strategies, particularly those of less developed nations 
winch have opposed the constraints of the old regime and therefore 
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opened the issue area to competing proposals for new sols of rules. Their 
strategies stimulated the other source of politici/.alion, domestic actors, 
which responded to their own changing interests and to the now problems 
and opportunities created hy the foreign governments actions. The com¬ 
bination of foreign and domestic pressures Increasingly constrained the 
United States government from adopting a systemic leadership approach. 

Our discussion of international leadership has turned out to be complex. 
Leadership is aifectcd not only by perceptions ol lop officials but also by 
domestic and transnational groups and organizations. In the oceans aiea, 
perceptions were slow to change and the Truman Proclamations, which 
rellected the domestic politics of the 1030s, contributed to a process of 
regime erosion that worked against the international systemic intcicsls of 
the United States. As politicians and officials began to view the United 
States as a system leader, the position of groups and organizations with 
interests in a free seas regime was reinforced, lint their dominance was 
weakened again in the 1970s as increasing domestic politicization and 
transnational coalitions brought these policies under attack. In conjunction 
with the opportunities provided by international negotiations on oceans 
questions after 1907, the activities of these groups made it more difficult 
for the United States government to take a coherent stand; thus, It is 
more difficult for the analyst to predict United States behavior on the basis 
of a structural model. 


CONCLUSION 

We said in Chapter 3 that analysis should start with the simplest possible 
explanations, and add complexity only as necessary to fit reality. Adequate 
explanation will often require a combination of models. The simplest and 
most familiar combination is of the economic process and overall structure 
models. Indeed, this combination underlies many traditional analyses. As 
Table 0.5 indicates, this combination of models accounts very well for 
three cases (oceans, 1945-48; money, 1944-48; money, 1958), and quite 
well for the establishment of the oceans regime before 1920. Yet five eases 
of regime change, including the three most recent ones, are not well ex¬ 
plained by this formulation. Britain’s decision to return to gold in 1925 
requires one to take domestic politics and leadership lag into account. 
The collapse of sterling in 1931 was affected by economic processes in the 
context of political weakness; but it was also strongly influenced by the 
particular pattern of relationships within the issue area, as a result espe¬ 
cially of the undervaluation of the French franc relative to sterling. There 
was an incongruity between the underlying power of stales and the provi- 


TAItl.t: 6.5 REGIME CHANGE: ECONOMIC PROCESS AND 
OVER A 1,1, STRUCTURE MODELS 


DtUv 

Issue ur 

I'll Accounted for by combination of these two models? 

R egim e 1 1 s/ll III isl.t mi 

‘irt or ^constitution 

I’re-1620 

OCCSIMS 

Yes. Economic factors explain incentives to act. Overall 



structure explains Britain’s ability to act, with some 
modification to recognize Britain's particularly strong 
naval position, as opposed to her overall military position. 

i y 2 5 

Money 

No. Postwar American military and economic power 
would predict an American-centered regime. Perceptions 
from previous hcgemonial situation and leadership lag arc 
necessary for explanation. 

1944-46 

Money 

Yes, particularly by the overall structure model, t here is 
American economic and military preponderance. 

1.958 

Money 

Yes. European economic recovery occurs in a context of 
continued American overall power. 

1976 

Money 

No. The economic process model indicates incentives to 
agree; but the overall structure model mispredicts results. 
Analysis of political networks is required. 

Regime Weakening o 

r Breakdown 

1931 

Money 

Only partially. One needs to look at power relations 
within the issue area, partly as a result of the undervalua¬ 
tion of the franc in relation to sterling, to get an adequate 
explanation. 

1945-46 

Oceans 

Yes. The economic process model indicates new problems 
and incentives for the U.S.; the overall structure model 
explains why the U.S. had power to take its action; and 
why it did not stop South American extensions. 

1967 

Oceans 

Partially; perceptions of anticipated benefits due to tech¬ 
nological change were important. But the overall structure 
model fails. Political processes of international organiza¬ 
tions are important! 

1971 

Money 

Partially; technological change, and changes in overall 


economic capabilities, contributed. But one must examine 
changes in the issue area structure of power, and incon¬ 
gruities between underlying resources and the rules of the 
regime. 
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sion.s of tlio do facto international r<’Ki*n**« which Britain could change I))' 
allowing sidling to lloal. Likewise, the structure ol power williin I In‘ issue 
area is important for nil explanation of (lie events in 1071. Once again, the 
rules of the regime were inconsistent witli the underlying power structure. 
In belli of these cases, our issue structure model was most relevant. 

The combination of overall structure and economic process models also 
does not explain the shift in the oceans regime alter 1907. Here the poli¬ 
tical processes of international organizations were most important. I'inally, 
the overall structure approach docs not adequately explain the reconstitu¬ 
tion of the international monetary regime in 1970, since neither overall 
military nor economic power became much more concentrated between 

1971 nnd 1976. Knowledge of the overall capabilities (d major stales, and 
their policy preferences, would have been insndicient to predict the 
regime outcomes. On the basis of those factors in 1971-72, one should 
have predicted a restored fixed rate system, with adjustments in exchange 
rates in favor of the United States. This was the immediate result of the 
December 1971 Smithsonian accord, but it was incompatible with the 
rapidly increasing volume of international financial Hows and with changes 
in international banking. Britain's decision to lloal the pound in June 

1972 and the eventual flouting of the dollar in March 1973 were prompted 
by the specter of rapid fund transfers that major central banks did not 
believe they could contain. The economic process model correctly points 
to the incentives that governmental officials had for reaching agreement, 
and American strength in the issue structure of power accords <|tiilc well 
with the outcome. But without an analysis of the political networks among 
major countries, which developed under the Brelton Woods regime, one 
cannot explain why these incentives should have, been so much more 
effective in 1971-76 than they were in 1931-36. 

Table 6.6 shows how well the overall structure model, combined with 
the economic process model, explains regime change, under conditions 
approximating realism and complex interdependence. One can see that 
the explanatory power of these traditional models is high for situations 
close to the realist ideal type, but not for conditions closer to complex in¬ 
terdependence. 0 

Table 6.6 suggests three important propositions, which cannot be defini¬ 
tively proved on the basis of two issue areas, but which are supported by 
our study of money and oceans. 

0 The full application of Bretton Woods vales after 1958 is possibly a deviant ease 
since force was not directly used and multiple channels existed in the issue area. 
Table 6.0 assumes, however, that the role of force through linkuKO to overall American 
hegemony in the Western nlliancc — as discussed in the last chapter — represented 
conditions closer to realism. 
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1. With respect to trends In the conditions of world politics over the 
past hall century, the complex interdependence ideal type seems to 
be becoming increasingly relevant. The three most recent cases are 
all closer to complex interdependence than to realism. 

2. With respect to the relevance of theories of world politics, it seems 

quite clear that traditional theories based on overall structure models 
and economic process models explain regime change under realist 
conditions much belter than under complex interdependence condi¬ 
tions. The traditional models are particularly weak for explanations 
of recent cases in which the conditions of complex interdependence, 
on the whole, applied. 1 

3. These two propositions together Imply that traditional theories of 
world politics, ns applied to oceans and monetary politics are be¬ 
coming less useful, and that new theories based on issue structure 
and international organization models will frequently be needed for 
understanding reality and framing appropriate policies. 

Regardless of how well these propositions are substantiated, or how ex¬ 
tensively they arc qualified, by subsequent studies of other issue areas, we 
should remember our earlier warning that trends toward conditions of 
complex interdependence are not irreversible. Not only does the cyclical 
pattern we discovered in money prove the point, but an intense threat to 
tiny major state's military security would undoubtedly affect conditions 
m many issue areas and increase the relevance of overall structure models. 

TABLE 6.6 POWER OF OVERALL STRUCTURE AND 
ECONOMIC PROCESS MODELS 


Conditions in the Issue Area 

, Nearer to Nearer to cowl,lex 

Explanatory po Wcr realism interdependence 


High 


Low 


Oceans, prc-1920 
Oceans, 1945-46 
Money, 1944-48 
Money, 1958 


Money, 1925 
Money, 1931 
Oceans, 1967 
Money, 1971 
Money, 1976 
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Nor iloos approximation to ct mil it ions of complex int c'nlt'|U’iiiti*iii:<* imply 
that tin; politics of ilillcrenl issue mens will lie the smile. Oil the. contrary, 
we found that although aspects of an international organization model 
help to account for recent changes in the monolmv area, an issue structure 
model explains them most fully. In oceans, this was not the case. As we 
saw earlier, at both the underlying anil regime-determined levels, the 
distribution of power capabilities in (he mouelnrv area remained <|iii(e 
concentrated. In oceans, on the other hand, as underlying power resources 
(naval force) became constrained miller conditions of complex interde¬ 
pendence, the procedures of international organization became more 
important. 

Wo nlso found that the patterns of politicization in the two issues were 
quite different. Much of the politicization in oceans tended to bo from 
"below," inside domestic American polities, thus constraining the freedom 
of the dominant government actors to implement policy, In money, on the 
other hand, politicization has generally been from outside, allowing the 
implementation of a more systematically oriented policy, because of this 
pattern, money received more consistent presidential attention (lam did 
oceans, and consequently a coherent government policy was easier to 
maintain. 

Finally, management of a stable international monetary system comes 
close to being a public good, that is, all stales can bcnclil from it without 
diminishing the benefits received by others. To the extent that slates 
perceive a public good from which they all gain, lliev lend to be more 
willing to accept: leadership, in earlier eras, when the major use of the 
oceans was as a public highway, management of oceans space and re¬ 
sources was also frequently perceived as being a public good, as indicated 
by the British memorandum quoted in Chapter 4. With technological 
change and the dramatization of oil and mineral resources after 1007, 
oceans politics focused more on distributional questions and how to fence 
or prevent fencing oil parts of the global commons. Under these condi¬ 
tions, many states no longer saw great power leadership in maintaining a 
free seas regime as a public good, and thus maintaining the regime be¬ 
came more costly for the great power. 

Our conclusion from this comparison of the polities of regime change in 
oceans and money is not that one simple model can be replaced by an¬ 
other, but that international political analysis will have to become more 
discriminating. An eminent economist has said that a member of his pro¬ 
fession, like a dentist, needs both a bag full of different tools and the dis¬ 
crimination to know which to use at the right time. 117 The. same is true of 
political analysis. Our conclusion is that the traditional tools need to be 
sharpened and supplemented with new tools, not discarded. 
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Regimes and 
Two Bilateral 
Relationships 





Chapter 7 


UNITED-STATES 
RELATIONS 
WITH CANADA 
AND AUSTRALIA 


The concept of complex inlordopondenee — defined by the absence of 
force, the. lack of hierarchy among issues, anti the presence of multiple 
channels of contact between societies —is an abstraction rather than a 
description of reality. Insofar as an actual situation approximates these 
ideal conditions, we expect to find a politics of complex interdependence 
as outlined in Chapter 2. We found many features of such a politics in the 
issue areas of oceans and money. Yet neither issue area fit the conditions 
of complex interdependence perfectly. In the last chapter we discovered 
that when the conditions of complex interdependence were approximated 
more closely, the overall structure model was least useful for explanation, 
and issue structure and international organizational explanations became 
more useful. 

Our approach in this chapter will be different from that in Part II. First, 
we are. cutting into the reality of interdependence from a different direc¬ 
tion by comparing relationships between countries rather than global 
economic issues. Second, we deliberately chose a case — Canadian-Amcrican 
relations - that seemed most likely to fit the three ideal conditions of 
complex interdependence. We do not consider Canadian-American rela¬ 
tions a typical case from which to generalize about world politics. We 
chose to examine a half century of Canadian-American relations because it 
would allow us to examine the political processes of complex interdepen¬ 
dence in practice: to see how they have changed over time, and how they 
alfect the outcomes of high-level political conflicts in which military force 
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plays no role. If there were no significant elleels in such n ''must likely 
case,” then, even with qualifications for differences ol degree, our expec¬ 
tations about political processes of complex interdependence would prob¬ 
ably not be very fruitful for broader analyses of world politics. 1 

We would like to go further and have a series ol studies that would 
allow us to say how broadly the generalizations about complex interde¬ 
pendence in the Ganadian-Ainerican case could he extended. What are 
the ellects, for example, of political friendship, cultural distance, or dillercnt 
levels of economic development? Such ambitions are beyond the prac¬ 
tical scope! of this volume. Instead, wc chose a second case — Auslralian- 
American relations — that would at least allow us to hold some factors 
constant while we looked at the effects of international differences that 
help us compare tho predictive power of dillercnt theories. We chose 
Australia because of its cultural and political slmilarUlex to Canada, allow¬ 
ing us (as best one can when the real world is the laboratory) to hold 
constant the elfects of size, general economic characteristics, and domestic 
political systems, while we look at the elfects of dillercnces in the two 
countries’ military security and at the costly elfects of geographical dis¬ 
tance. 2 

In other words, we have chosen two eases (hat dilfer in their approxi¬ 
mation of complex interdependence while being as similar as possible in 
other ways. The Australian ease is much further than the Canadian one 
from complex interdependence. In both cases, political conflicts are re¬ 
solved without resort to military force. In Auslralian-Ainorican relations, 
however, military security has clearly dominated the agenda, the protec¬ 
tive role of military force has remained crucial, and distance has limited 
tho multiple channels of contact. As one observer has said, "Think of a 
Canada that had been towed away from where it is, and moored oil 
Africa, and the problem of Australia’s physical location becomes clear." 2 

Distance, of course, has other elfects as well. The proximity of the 
United States and Canada has generated issues —such as those having to 
do with the St. Lawrence Seaway, airborne pollution, and smuggling — 
that would not be found among more distant partners, no matter how 
extensive their relations were. Furthermore, in the nuclear era a shared 
fate binds the United States and Canada. Canada would be severely 
damaged by an all-out nuclear attack on the United States, regardless of 
whether she was herself meant to bo a target of such an attack. Neverthe¬ 
less, these cases are matched closely enough to allow us to search for the 
ellects of complex interdependence on bilateral relationships. 

Because of the differences between them, we should not he surprised 
that the pattern of outcomes of interstate conflicts in the Cauadian-Ameri- 
can case contrasts with that in the Australian-American relationship. Wc 


shall show dial pari ol the difference is accounted for by the political 

processes ol ..plex interdependence present in the Canadian case. At 

the end ol the chapter we shall show how, even in Canadian-American 

relations, structural and ... process models contribute part of the 

explanation ol uulenmes and regime. First we must decide how closely the 
two eases approximate tin* conditions ol realism and complex interdepen¬ 
dence and demonstrate how the political processes predicted by each ideal 
type aflccled the pattern of outcomes of political conlliels. 

CANADIAN-AMERICAN RELATIONS AND 
COMPLEX INTERDEPENDENCE 

In general, Canadian-American relations fit closely the three conditions of 
complex interdependence set forth in Chapter 2. Military force plays only 
a minor role in the relationship.' 1 Two early American military invasions 
of Canada are regarded today as ancient history. Though occasional fears 
of American military invasion lingered until the eve of World War I, the 
fear of military threat was probably over by 1871, and certainly by 1895. 
'the. last official Canadian military contingency plan for defense against an 
A met icau invasion was an historical curiosity by the time it was scrapped 
in 1931 . 1 o 

As we argued in Chapter 2, the absence of military force as an instru¬ 
ment lor achieving positive goals docs not mean that military force has no 
role. Since World War II, the Canadian-American military alliance against 
external threat has been a source of both close cooperation and serious 
friction. Some ol the most far-reaching steps toward continental coopera¬ 
tion occurred during wartime. 11 Similarly, one of tho most serious crises in 
postw:u ielutions, anti one that led to the lall of a divided Canadian gov¬ 
ernment, was over the* nuclear alining of missiles involved in joint Cana- 
dian-Amcricau dcleu.se against the Soviet military threat. But military 
threats, or even threats ol withdrawing military protection, have not char¬ 
acterized the bargaining process. 

We also noted in Chapter 2 that military force can sometimes play a 
latent role. Its pn.v.v/'/j/e use can set significant structural limits on the poli¬ 
tical process. Such limits, if they exist, are extremely broad and not very 
constraining in the Canadian-American relationship. One might stretch 
ones imagination and conceive of situations in which military force might 
be used, but such speculations arc hardly credible. They onlv remind one 
ol the Bed Queen telling Alice in Wonderland that she"could think of six 
impossible things bolero breakfast every day. 

Canadian-American relations are also notable for the multiple channels 
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TABLE 7.1 SELECTED TRANSNATIONAL PROCESSES! 
UNITED STATES-CANADA 

IMMIGRATION 


Year IAS. to Canada 


40,000 
6,000 
9,000 
11,000 
23,000 

VISITS ( millions) 


1920 

1936 

1953 

1962 

1971 


Canada to U.S. 

90,000 

14,000 

46,000 

44,000 

23,000 


Year 

U.S, to Canada 

1920 

nd 

1938 

nd 

1953 

28 

1962 

32 

1971 

39 


TRADE (5 millions ) 


Canada to U.S. 

ml 

nd 

23 

30 

34 


Year 

Canadian 
exports 
to U.S. 

Percentage 
of total 
Canadian 
exports 

U.S. exports 
to Canada 

Percentage 
of total 
U.S. exports 

1920 

581 

45 

921 

12 

1938 

279 

33 

460 

15 

1953 

2,463 

59 

2,940 

19 

1962 

3,608 

57 

3,970 

22 

1971 

11,665 

66 

10,951 

21 


INVESTMENT 


U.S. long-term in U.S. as percentage 

year Canada (S billion) of foreign investment 

1920 1.6(1918) 

1938 4.2(1939) 

1953 8.9 

1962 19,2 

1971 28.0(1967) 

Source. M. C. Urquhart, ed., Historical Statistics of Canada (Toronto! MacMillan. 1965), 
Statistics Canada, Canada Year Book (Ottawa, Information Canada, various years). Statistics 
Canada, Canada's International Investment Position, 1926-67 (Ottawa, Information Canada, 
1971), United Nations Statistical Yearbook (New York, United Nations, 1961, 1971). 


36 

60 

77 

77 

81 


CANADIAN-AMERICAN RELATIONS | 10!) 


of contact between tl K . (wo countries. Each country is the others most 
taCa md'i 7 i" P ,,nr ,r - .n 11 ' 1 ’ yonr *° mo 38 ,,,il8o » Americans travel 

IS £,v"T I" " CamU,iiU ’ S ViSit the United States - 

ccntly thee have been between 20,000 and 30,000 permanent immi- 

tV'cVorlim, 0 If r <!taU r’‘ A 7 Cri ?‘ ,n mr, e azincs «nd television capture a 
fee poilmn of Canadian attention. In the late 1900s American residents 

nvimii-ictiTri, 1 , ^ V " l,,e) - ,,r Cn,,ndlnn corporations involved in 

nAimlncluiing, energy, ininnig, railways, utilities and merchandising In 
oonufac in-ing, the figure was 44 percent.’ Moreover, as Table 7 1 s!Ls 
. 1 ) of these societal connections have increased since 1920 
Ihe two gnvemmenls, as well as the societies, have multiple points of 
contact. About thirty-one American federal agencies and twenty one 
Canadian counterparts deal directly with each other, as do some states and 
piovmces. A study prepared for the Canadian Parliament found that in 
1968 there were about 6,500 visits bach and forth across the border bv 

ta , r , r , rai , .'tta™c' n * v° m n ° tW ° countr,os - ° n, y 139 of * 0.0 visits were 
o ... on. he (.anadnui Department of External Affairs." The telephone 

•s anolhei channel oi direct contact. In one week in November 1972 there 

r t|" 0 ‘ u,Jte"d°sI?r '• Uf r e °," 11,0 Un ‘ tcd StntCS and Canada 

li e '"Thee Lsi I g ° Vrm ; nCMtS lrcdoral Telephone Service toll-free 
■ • T,1C classic al image of governments interacting through their for- 
eigm offices is clearly inappropriate in the Canadian-American case. 

inal y, the agenda of Canadian-American relations shows a broad 

•n un, T M 7", n P'^PO'^lcrancc or domination of military security 
coiiccins. I3ecai.se or the multiple contacts described above, it /virtually 
impossible tfnnap the entire agenda of relations, but for 1920-46, we can 
map the relationship described in diplomatic documents (see Table 7 2) 

int /i/r'T/" 0 ",/^! 1 Prep ° nde,ancc of economic issues on the 
uslate agenda (except for the war years); and a tripling in the average 
uinbci of annual interactions, from 0.4 per year in the 1920s, through 92 
pei yi'ai m the I.MOs, to 17 per year in the early 1940s. As the agenda be¬ 
came more complex, the proportion of issues coming before the president 
mci cased somewhat, but the most dramatic change was the dedilie in the 

ofTue') 01 ; °1 ,T Sl,C - "'"r' hy cMmt oll5cii ‘ I< ‘ (Fimarily the secretary 
of s ate and (he rise ... the proportion handled by the bureaucracy. U 
we limit ou,selves to the president's public agenda, indicated by plblic 
Papers of the Iresuhm, we find social and economic issues comprising a 

(Sv”r" r ° r ' , ”"“ ,o c """ d “ 

Not only have socioeconnmic issues been prominent, but it has often 
been difficult to establish and maintain a consistent hierarchy among is¬ 
sues. In the experience of an American official, 7 g 
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TABLE 7.2 INTERSTATE INTERACTIONS 
WITH CANADA, 1920-46 


1920s 19.10s 1940-46 

(n = 64) ("n ■ 92) fn -119) 


Issue Aren (government objectives) 


Military 

Political 

Social 

Economic 

Level of Attention in 

3% 

R 

16 

72 

United States 

— 

5% 

10 

20 

65 

— 

44% 

20 

6 

30 

President 

12.5% 


15% 


16% 

Cabinet officers 

75 


34 


20 

Other officials 

12.5 


50 


64 


! Sourcei Foreign Relations of the United States (Washington, U.S. Government Printing 

Office, 1920-46). 

Neither country litis found il possible In list Inrmally. willi mcaningliil consensus, 
ils priorities toward the other in any sped lie form. It timid not he done without 
simultaneously applying corresponding priorities to aspects of domestic policy, 
and consequently to constituent groups. , . . "Country papers,” “policy analysis 
and resource allocation papers,” and so forth have some disciplining value when 
the components are principally active in foreign alhtirs. They can ho little more 
than bureaucratic exercises when intended to discipline as well some of the 
■ major “domestic” departments and regulatory hoards . 11 

' Although high-level attention from the president or a preponderant cabi¬ 

net official such as Treasury Secretary Coimally in .1071-72 can temporarily 
impose a set of priorities on the agenda’s multiple issues, it is almost im¬ 
possible to maintain the high level of attention necessary to enforce eo- 
, herence and consistency. Thus the realist assumption of a consistent 

hierarchy of national goals with security at the top docs not fit the Cana- 
dian-American case. 

I Ever since World War II the Canadian-American relationship has been 

governed by a regime based on alliance, constant consultation, and prohi- 
j bition of overt linkage of issues. Although the regimes that govern bilateral 

, country relationships are much broader and more diffuse than those which 

| affect the issue areas we discussed in Part II, the weakness of the formal 

! institutions in a relationship such as that between the United States and 

| Canada does not signify the absence of a regime or of international or- 

1 ganization in the broad sense in which we have defined it. On the con- 
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IA RLE 7.3 ECONOMIC AND SOCIAL ISSUES AS PERCENTAGE 
OE ANNUAL REFERENCES TO CANADA* 

Total number of 

ettoii tefetettces to Uanada Percentage 

Roosevelt to 1940 „ 

World War II 16 “3 

Truman after 1 945 36 65 

Eisenhower 35 

Kcniicdy-Jolmson 52 55 

m3-69)" ljl ' C " ! ' hC PreMC " i < WMlli "8‘on. D.C.. U.S. Government Printing Offiee, 

a. Purely pro-forma and goodwill statements were excluded. 


timy, diplomats and elosc observers were quite able to describe the 
expected procedures and rules of the game. Indeed in 1965, at the behest 
ot 1 resident Johnson and Prime Minister Pearson, ambassadors Merchant 
and Ilecnoy summarized the procedures for consultation within the alli¬ 
ance that came to be called quiet diplomacy. 12 And the avoidance of overt 
linkage ,s described in the words of another experienced diplomat: “mar¬ 
ginally you may shade a deal to create goodwill, but basically each deal 
must stand on its own.” 1:1 } 

This postwar regime is not immutable. In the prewar era, although force 
was not used and economic issues dominated the agenda, the procedures 
m tlio relationship were quite different. Moreover, both sides frequently 
inked unrelated issues for bargaining purposes, although the Americans 
did it more successfully. The postwar regime, with its symbolism of a 
common cause and its constant consultation, developed in response to the 

Sell WiT *" WOrW Wnr 11 nnd t,,C * ubs «l««“ Soviet threat during 

wnnldT 111 1 ?° T 1 / 1 ? 7 °?’ k Seemed that the re g ime noim against linkage 
would be altered. In the later 1960s, the doctrine of quiet diplomacy had 

cimie under considerable criticism from nationalistic elements of the 

r | C ' We Sha11 SeC ’ the i,,creasin g I y nationalistic and asscr- 
Uvt Canadmn bargaining approach of the 1960s had positive results at 

nnTif" 1 n r •° lt "*"• Out “ mos of issues increasingly reflected Canada’s 
pos ton. But in response, the United States Treasury in 1971-72 took the 

contu I n ,e ' H CO " ccr,,s >, 111 "d attempting to control the transgoven,mental 
contacts of other agencies. At the same time, the Canadian government 
was itself trying to exercise greater control over transnational and trans- 
giveinmcntal relations.'' Somewhat surprisingly, the efforts on both sides 
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to politicize issues mid centralize bargaining did not persist long enough 
to alter the regime fundamentally. Transgnverninenlul interactions con¬ 
tinued, and overt linkages again became rare. For example, a 1971 ellort 
by tho United States Treasury to link American acceptance of Canadian 
oil to Canadian willingness to renegotiate the auto pact now seems as 
striking in its rarity as in its ironic timing. We shall explore the relation¬ 
ship between regime and outcomes in greater detail later in this chapter. 

AUSTRALIAN-AMERICAN RELATIONS AND 
COMPLEX INTERDEPENDENCE 

Since most, Americans — even many American students of International 
relations — have only a dim awareness of relations with Australia, we begin 
this discussion of Australian-American relations and complex interdepen¬ 
dence with a brief review of these governments’ policies toward each other 
since 1920. 

During the 1920s, governmental as well as transnational transactions 
were rnther low, but the 1930s became a period of acrimony in relations 
across the Pacific. Australia was involved in trade arrangements developed 
for "imperial preference” within the British Empire. These trade arrange¬ 
ments raised tariff levels for outsiders to encourage intra-Empire or intra- 
Commonwealth trade. 

As a result, Australia built up considerable resentment among European 
countries that traded heavily with Australia ami usually bad an unfavorable 
balance of trade with Australia. . . . Bather than reduce! imperial preference 
margins, however, tho Australian government [in 1934] turned to what ap¬ 
peared to be an easier solution. It undertook to completely overhaul United 
States-Australian trade relations in order to eliminate the roughly six-lo-onc 
unfavorable balance of trade. 1 " 

The result of this initiative was a trade war between Australia and the 
United States. Australia devised a discriminatory "trade diversion pro¬ 
gram” against the United States, which refused to yield to pleas for a 
new bilateral agreement but instead retaliated by blacklisting Australia. 
Eventually, as Uritish-Aincrican relations improved and World War II 
approached, the Australian government reversed itself under British pres¬ 
sure, and the trade war came to an end. Negotiations for a trade treaty 
between the United States and Australia were, however, unsuccessful. 

War brought the two countries closer together. Before the Japanese at¬ 
tack on Pearl Harbor in 1941, Australia desperately and unsuccessfully 
sought a security commitment from the United States, but after the Pearl 
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Harbor attack Australia and the United Stales became close allies. Many 
American troops appeared in Australia, and contacts between the two 
countries multiplied at all levels. But relations were not entirely harmoni¬ 
ous Australia fell that it was not being consulted adequately by the 
United Stales on many issues. In 1.941, Australia and New Zealand called 
or a eonlerenee on the Southwest Pacific, which was vigorously opposed 
by the United Stales. In discussions with Australian representatives 
Americans even compared this initiative to Soviet tactics, arguing that 
regional arrangements should not be made until after global arrangements 
or security had been made. Clearly, United States officials feared that 
their delicate negotiations with the Soviet Union on Eastern Europe could 
be upset by actions that would seem to create "spheres of influence" in 
the South Pacific. 1 " 

Australia and the United Slates remained allies, and on good terms, 
after the war, although several contentious issues arose while Herbert B. 
Evatt was foreign minister under a Labour government (1945-49). Aus¬ 
tralia sought a formal alliance with the United States, but such an agree¬ 
ment - the ANZUS Treaty - was not signed until 1951, during negotiations 
on the peace treaty with Japan and after the Korean War had begun. By 
then a conservative government was in [lower in Australia. 

Since 1951, Australia has depended explicitly and formally on American 
protection. Tho two allies have cooperated closely on defense, particularly 
during the long conservative rule in Australia between 1949 and 1972. 
Australia has been one ol the most consistent supporters of American 
policy, and was one of the few allies of the United States to furnish troops 
to fight in Vietnam. Its forces rely heavily on American equipment; mili¬ 
tary officers of the two armed forces maintain close contact; and political 
leaders have consulted frequently and intimately on a variety of common 
issues and trouble spots. Our discussion of "conflict issues” between the 
United Slates and Australia should be seen in the context of the remark¬ 
able amity and warmth of the relationship during the 1950s and 1960s. 
Australian parliamentary debates during those years often reveal greater 
agi cement, in fact, between the Conservative government of Australia and 
the United Stales government, than between the Australian government 
and its Labour opposition. 

Against- this background wc can consider the conditions of complex in¬ 
let dependence as they apply to the Australian-American relationship, 
taking up first the role of military force. 

There has never been a serious risk of war between Australia and the 
United States: military force has not been used or threatened by one coun¬ 
try against the other. The protective role of military force, however, has 
been extremely important in the relationship. Thus by a very indirect 
mute, Great Britain x desire for American military support in the late 
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TABLE 7.4 SELECTED TRANSNATIONAL PROCESSES: 

UNITED STATES-AUSTRALIA 

IMMIGRATION 

Year V.S. to Australia Australia to U.S. 


1920 

1938 

1953 

1962 

1971 


1,709 
2,937 
(700 ) a 
1,082 
6,591 


2,066 

228 

742 

1,878 

1,046 


VISITS 


Year 


U.S. to Australia Australia to U.S. 


1920 

nd 

nd 

1938 

ml 

nd 

1953 

nd 

nd 

1962 

nd 

nd 

1971 

85,079 

78,777 

TRADE (£ millions) 1 ' 


Australian 

Australian 

Year 

exports to U.S. 

imports to U.S. 

1920 

11 (7.4%) 

24 (24.0%) 

1938 

3 (2.4%) 

18 (16.0%) 

1953 

58 (6.8%) 

85 (16.7%) 

1962 

109 (10.2%) 

174 (19.7%) 

1971 

634 (12.1%) 

1,032 (22.1%) 


1930s helped to resolve the trade war to the United Stales’ advantage, and 
after 1939 and particularly 1941, Australia’s need for American protection 
became acute. Since World War II, Australia has continued to rely on the 
United States. Moreover, the security relationship is highly asymmetrical. 
America could fail to protect Australia without jeopardizing its own 
security, but Australia could not defend itself against a powerful attacker 
without American support. 

On the second dimension of complex interdependence, channels of 
contact between societies, the Australian-Auicrican relationship also differs 
sharply from that between the United States and Canada. The fact that 


AUSTIlAMAN-AMKIUCAN IlKLA’I 


TABLE 7.4 ( Continued ) 


INVESTMENT {U.S. S millions ) c 


U.S. direct 
in Australia 


Annual flow, U.S. as 
percentage of total 


Source: Immigration to Australia: Commonwealth Bureau of Census and Statistics, Yearbook 
Australia, various years. 

Immigration from Australia to the U.S.: Historical Statistics of the United States (Washing¬ 
ton, D.C.: Government Printing Office, I960) and Supplements (Washington, D.C.: U S 
Government Printing Office: 1965): and (for 1971) Yearbook Australia (Canberra: Aus¬ 
tralian government, 1972). 

Visits: Commonweal 111 Bureau of Census and Statistics, Overseas Arrivals and Departures 

1971 (Canberra). 

Trade: Yearbook Australia, various years: for 1971, International Monetary Fund/Inter¬ 
national Bank for Reconstruction and Development, Direction of Trade, 1970-74 (Washington 
D.C.i IMI'/BI'D) ’ 

Investments: Before 1971, Donald Brash, American Investment in Australian Industry 
(Cambridge, Mass., Harvard University Press, 1966): for 1971 (flows), Yearbook Australia, 

1972 and Commonwealth Treasury, Overseas Investment in Australia (Canberra, 1972). 
NohtiSonic discrepancies exist between sources with regard to these figures, but the order of 
magnitude is in every ense the same. 

a. This is an estimate, based on the figure for "country of last departure of permanent and 
long-term arrivals," of 1,409. 

b. Figures for 1971 are in U.S. dollars. Numbers in parentheses indicate the percentage of total 
Australian exports or imports accounted for by exports to or imports from the United States. 

c. For investment, 1919 and 1936 are used rather than 1920 and 193B: the figures for 1953 
and 1962 arc averages for 1952-54 and 1961-63 respectively, due to large annual fluctuations. 


Austialia lies almost 10,000 miles from tho United States makes an enor¬ 
mous difference. In the 1930s, Australia was three weeks’ sailing distance 
from the United Slates. A pioneering 1940 air flight took over four days, 
liven today, the air time from Washington to Canberra is nineteen to 
twenty-one hours. 

It is theiefoie not surprising that transnational links between the United 
Stales and Canada are much more extensive than between the United 
Stales and Australia, as tables 7.1 and 7.4, taken together, show. In 1971, 
immigration to Australia from the United States was 28.7 percent of the 
comparable figure for Canada; and immigration to the United States from 
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Australia was only 4.5 percent of Canada-to-Unilod Stales migration. Total 
visits to and from Australia wore only (),.') porcenl as great as visits to and 
from Cnnada. Australian exports to (lie United Stales were only 5.4 per¬ 
cent of the Canadian figure; Imports to Australia from the United Stales 
wore only 9.5 percent of Canadian imports from (lie United States, Ameri¬ 
can direct investment in Australia was similarly much smaller Ilian American 
investment in Canada: less than 10 percent of Australian manufactur¬ 
ing industry was controlled in J9G2 by American investors, as compared 
to 44 percent of Canada’s. 17 

Thus, even though Australia’s economy and population arc smaller than 
Canada’s, it is less dependent economically on the. United Stales. Only 
about 12 percent of total Australian exports in 1071 went to the United 
States, compared to 66 percent of Canada’s. Imports from the United 
States constituted only about 22 percent of total Australian imports (as 
opposed to 67.5 percent of Canadian imports).' 11 Although trade, direct 
investment, and migration all increased sharply between 1920 and 1971, 
they remained much smaller for the Australinn-American relationship than 
for that between the United States and Canada. 

Between the governments, there is what one official called "a tremen¬ 
dous network” of contacts. Since 1950, Australian prime ministers lmvo 
frequently visited Washington; the ANZUS Council meets annually at the 
cabinet level, and cabinet officials have often met with each other on a 
variety of questions. Yet most business is still transacted in Washington, 
where Australia maintains a large and well-stalled embassy. Although data 
on visits and telephone calls are not available as they were for the United 
States and Canada, there seems no doubt that such data would show many 
fewer points of direct contact between American and Australian officials 
with similar tasks. 

The agenda of Australinn-American relations, like the Cnnndian-Amcri- 
can agenda, is quite diverse. Yet, unlike the Canadian-Aincriean agenda, it 
has a clear and consistent hierarchy. By far the most attention lias been 
paid, on both sides of the Pacific, to political and military issues relating 
to the alliance. Memoirs and secondary works on Australian relations with 
the United States during the 1950s and 1960s overwhelmingly emphasized 
security questions, and the official record of Australian foreign policy, 
reflecting Australian parliamentary debates as well as governmental con¬ 
cerns, was preoccupied with them. So was reporting in the press and 
journals of foreign affairs. 1 " Issues such as those of Malaya, Indonesia, and 
then Vietnam dominated the scene. The contrast with Canada is illus¬ 
trated by Table 7.5, which indicates the amount of space devoted in the 
Public Papers of the President to politico-military, as opposed to socio¬ 
economic, activities involving Australia since 1945. It therefore reflects 
what American presidents said publicly about Australia, and can be com- 
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TAliLli 7.5 KlilMiKUNCfiS TO AUSTRALIA, 

1945-71 




I *olili co-m ili lory 


Socio-economic or other 

Administration 

Number 

of pages Percentage 

Number 
of pages 

Percentage 

Truman 

0945-53) 

0.4 

50 

0.4 

50 

Eisenhower 

(1953-61) 

2.8 

97 

0.1 

3 

Kcnncdy-Jolinson 

(1961-69) 

41.1 

94 

2.5 

6 

Nixon 

(1969-71) 

2.3 

92 

0.2 

8 


Source: Public Papers of she President (Washington, D.C.i U.S. Government Printing Office. 
1945-71). 5 


pared with 111510 7.3, which carries out a similar task, with slightly differ¬ 
ent, techniques, for the Canadian-American relationship. Except for the 
period in which Vietnam was a major issue, the salience of Australia to 
American presidents was obviously very low. 

Australia’s often expressed concerns about military security during 
the 1950s and 1960s, and its sense of being a rather isolated outpost of 
Anglo-Saxon economic, political, and cultural institutions, living next door 
to actually or potentially hostile Asian neighbors, made it quite feasible to 
establish and maintain this hierarchy of issues with security affairs the 
most important. After 1969, when our systematic analysis ends, Australian 
policy changed markedly, under the Labour government that came to 
power in late 1972 (but lost power in December 1975).“" Nevertheless, 
throughout the two decades after 1950, the traditional hierarchy of issues 
remained intact. 

As we shall see, conflicts took place on economic issues, but they were 
not allowed to disturb the alliance relationship on which the Australians 
believed their security depended. Furthermore, on economic and social 
issues Australia was simply not ns closely tied to, or dependent on, the 
United States as Canada was. Not only was there less direct investment, 
trade, and travel, but mass communications were quite different. American’ 
news magazines are sold in Australia, and a number of American televi¬ 
sion programs appear there; but the effect of American culture is much 
less pervasive Hum in the English-speaking areas of Canada. It may be an 
overstatement to argue that Australia is still remote and separated from 
the day-to-day emotions, the drive and braking forces, the flow of life in 
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America — almost ns remote ns she wns when the only medium ol eom- 
nmnienlion wns a clipper.” 21 Ycl the Inet Mini tins exaggerated eommenl 
conlcl seriously lie made indicates tlx* tremendous dillerence between 
Australia's relationship to the United Slates and Canadas. Distance is not 
entirely an illusion. 

it is evident that the basic conditions within which Anslralian-Ameriean 
relations lake place are very different from those lor Canadian-American 
relations. Nonetheless, certain aspects of the regimes governing the post¬ 
war relationships are rpiitc similar, particularly alliance consultation and 
avoidance of overt linkages in bargaining, between 1()!5() and 1969, ex¬ 
plicit linkages were virtually taboo. Although the Australian decision to 
sign the Japanese Peace Treaty was clearly connected to the United Slates 
decision to agree to the formation of ANZUS, diplomats tried to convince 
their audiences that the two events were not part ol a single bargain. 2 - 
As in the Canadian cases, linkages had not been uncommon before World 
War I. but in the Australian-Amcrican postwar relationship, politicization 
did not increase and the taboo against linkage was not thiealuned, be¬ 
cause Australia did not, in general, take an assertive stand toward the 

United Stales. , 

because Australian-Amcrican relations approximate realist conditions 
better than Canadian-American relations, we expect the overall structure 
model to explain the former heller than the latter. Wo shall show that this 
is the case: Australian-Amcrican relations can lie well explained in teams 
of overall structure, but the outcomes or postwar Canadian-American 
policy conflicts diverge considerably from expectations based on such a 
theory. To determine why Canadian-American relations are different wc 
shall examine the political bargaining process. We shall argue, that, to a 
considerable extent, patterns of complex interdependence linking Canada 
and the United States account for the differences in patterns of outcomes 
between the Canadian-American and the Auslralian-Anici ican cases. 


IDENTIFYING ISSUES AND OUTCOMES: 
CANADA-UNITED STATES 

by and large, traditional approaches have not been very helplul in ex¬ 
plaining tile politics of Canadian-American relationships. Canadian-Ameii- 
can relations have often bored statesmen and scholars who see the. world 
through realist lenses. As one scholar wrote in tin' mid-i.960s, stud)' of 
Canadian-American relations tells one almost nothing about the big piob- 
lems facing the world.’ 2-1 Another scholar cited the unguarded boidoi 
between the two countries as an example of indillerenee to powei. 
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However, despite the minor role of military power in the relationship, 
there, are. Ireipienl conflicts, ami the two governments often exercise their 
power, but the power games and processes of political bargaining in con¬ 
ditions of complex interdependence are not caught by traditional analyses. 

Nor are the. outcomes of conflict predicted well. A simple overall struc¬ 
ture explanation tells us that in a bilateral system in which one country 
had thirty-seven limes the military expenditures of its neighbor and was 
twelve limes its economic size, the larger country would prevail in more 
major disputes than the smaller. Moreover, when transnational actors from 
the hegemonic country penetrate the small country more than vice versa, 
the distribution of outcomes should favor the largo country even more, 
Indeed, some writers have coined the term Canadianizalion to refer to 
such situations. 211 An issue structure explanation would take account of the 
difficulty of making linkages among issues, but because of the preponder¬ 
ance of American resources in most issues, a simple issue structure analysis 
would also predict that, in conflicts between the two governments, the 
United Stales would most often prevail In the distribution of gains. Al¬ 
ternatively, we can hypothesize that the political processes of complex 
interdependence., and more particularly the role of transnational and 
transgovernmenlal actors, lead to a more equal pattern of outcomes in 
intergovernmental bargaining than one would predict from the overall 
structure. 

A more sophisticated structural argument would attribute the pattern 
of outcomes to the structure of the global rather than the bilateral system. 
Given global bipolarity, the hegemonic leader stabilizes its alliance by 
allowing its junior partners to win minor conflicts. It is sometimes said, 
for example, that in the North American relationship, “the Canadians win 
a good share of the games, but the ball park and the rules of the game are 
American." As we shall show later in this chapter, this aphorism includes 
an element of truth, lint the Canadians agreed on the ball park during 
tho Cold YVar; they have won more games over lime; and they have made 
gradual changes in the postwar rules of the game. The cases that we list 
in tables 7.0-7.!) were all important enough to capture the attention of 
the American president, and although the United States prevailed in one 
of the two cases with greatest global strategic consequences — the 1961 
conflict over Canada's reluctance to fit nuclear warheads on bOMAlfC 
missiles used in joint North American air defense — the conflict over 
Canada's delay in cooperating with the United Stales during the Cuban 
missile crisis was a standoff (sec tables 7.S and 7.9 for brief descriptions of 
these conflicts). Of course, not all the eases were equally important to 
Canada. Yet when one analyzes the leu conflicts selected by a panel of 
Canadian scholars as most important from the point of view of Canadian 
autonomy, one finds that the United Stales did somewhat better than the 
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TABLE 7.6 CONFLICTS ON PRESIDENTIAL AGENDA, 
1920-39: CANADA-UNITED STATES 


Conflict 

First 

government 

action 

b'irst 

interstate 

request 

Outcome 
closer to 
objectives of 

Regulation of fisheries, 1918-37. 
Canada pressed U.S. for ratification 
of treaty on fisheries issues, par¬ 
ticularly salmon. U.S. delayed on 
salmon treaty until 1930s when a 
threat developed from Japanese 
salmon fishing. 

Both 

Canada 

U.S. 

Canadian restriction of pulpwood 
exports, 1920-23. 

U.S. successfully protested by 
threatening "far-reaching retalia¬ 
tion." Canadian objective was to 
encourage processing in Canada. 

Canada 

U.S. 

U.S. 

St. Lawrence Seaway, 1918-41.® 

U.S. pressed for joint navigation 
and hydroelectric development. 
Canada reluctant, but agreed to 

1932 treaty which then failed in 

U.S. Senate. U.S. pressed for new 
agreement. Canada still reluctant 
but signed in 1941. 

U.S. 

U.S. 

Equal 

Control of liquor smuggling, 
1922-30. 

U.S. successfully pressed Canada 
to take internal measures that 
would make U.S. enforcement of 
prohibition laws easier and cheaper. 

U.S. 

U.S. 

U.S. 

Chicago water diversion, 1923-28. 
Canada protested that Chicago’s 
diversion of Great Lakes’ water 
damaged Canadian harbors. U.S. 
refused to end the diversion. 

U.S. 

Canada 

U.S. 

U.S. tariffs, 1928-38. 

U.S. 

Canada 

U.S. 


Canada unsuccessfully sought to 
deter 1930 rise in U.S. tariffs. 
Canada retaliated and sought 
alternative trade patterns. By 
1933, Canada pressed for trade 


I ABLE 7.6 {Continued) 


Conflict 

First 

government 

action 

First 

interstate 

request 

Outcome 
closer to 
objectives of 

agreement. U.S. delayed, but 
signed agreements in 1935 and 

1938. Canada gave somewhat 
greater concessions. 




Trail Smelter Pollution, 1927 - 35 . 
U.S. protested damage done to 
Washington farmers by fumes from 
British Columbia smelter and 
requested referral to International 
Joint Committee (IJC). Under 
pressure from farmers, U.S. re¬ 
jected IJC recommendations and 
successfully pressed Canada to set 
up a special arbitral tribunal. 

U.S. 

U.S. 

U.S. 

Liquor Tax Bill, 1936.b 

Canada successfully protested a 
proposed punitive tax designed 
to force Canadian distillers to come 
to an agreement with U.S. Treasury. 
State Department sympathized 
with Canada and Roosevelt backed 
State Department. 

U.S. 

Canada 

Canada 

Construction of Alaska Highway 
1930-38. 

U.S. 

U.S. 

Canada 

U.S. proposed joint construction 
of a highway through B.C. Canada 
feared penetration’’ and success- 





fully resisted until 1942, when war 
changed its objectives. 

iZ fce! F ° reign Relati °ns °f Me States (Washington DC-US n . . 

Office, annually). \wwnington, U.C.: U.S. Government Printing 

a. Transnational organizations played a significant role in the political process 

b. iransgovernmental relations played a significant role in the political process. 






tiie following tables.) 

_J“ Hng nlterni,t ‘ve Hypotheses about the outcome of the inter- 
{, ei nmental bargammg process is more complicated than it first appears. 
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In addition to describing the pattern of outcomes, we also wauled to see 
whether tile processes of complex interdependence, particularly the roles 
of transnational and Iransgovcrmnonlul actors, had changed. We thus 
decided to compare bargaining and outcomes in two decades belore 
World War II with two decades alter the war. 

One of the first obstacles to clear analysis oT Canadian-Ameriean Intel - 
state bargaining that we encountered was the well-selected anecdote. 
Each side had its favorite illustrations. Canadians tended to locus on a 
few specific incidents such as the magazine tax. Canada was concerned 
about the dominance of the Canadian magazine market by American 
magazines — particularly the Canadian editions produced by Time and 
licoders Digest. She viewed the issue as oik’ of cultural intrusion ralhei 
than of trade, and in 1956 passed lax legislation discriminating against 
American magazines. The magazines lobbied vigorously on both sides of 
the border, and the United States government protested the discriminatory 
treatment. Canada then granted Time and Headers Digest exemptions 
from the legislation. Canadians frequently point to this case as typical of 
the postwar economic conflicts in which transnational actors and the 
United States government team up to defeat the Canadian government. 

Americans, on the other hand, lend to cite the auto pact as typical ol 
the relationship. In the early 1.900s, in an ellorl to increase production in 
Canada rather than in the United Slates, Canada introduced an expoit 
subsidy for automobile parts, ltalher than simply retaliating by raising a 
countervailing tarilf, the American government suggested an agreement 
to allow free trade in automobiles between the. two countries. Canada 
agreed to the auto pact, but by bringing pressure, to bear on the transna¬ 
tional automobile companies, she was able to ensure that their next majoi 
round of investment would take place in Canada, increasing production 
and providing jobs on the Canadian rather than the American side of the 
border. Many American officials felt the)' had been cheated.” 

It was almost as if blindfolded men trying to describe an elephant 
pecked from under their blindfolds in order to seize the part most useful 
to their different purposes. It is not unusual to hear Canadians claim 
that they do poorly in bilateral bargaining with tin' United States, or to 

* Carl Ueigic, "The Automotive. Agreement of 1905: A Case Study in Canadian- 
Ameriean Economic Affairs," in Richard A. Oil'S Ion (i'll.). I he Influence of the Vailed 
States on Canadian Deoeloiimeul (Durham, N.C.: Duke University Press, 1972), p. 
118. A Canadian minister went over the head ol CM Canada to negotiate directly 
with Genera! Motors officials in New York. It is said that without the separate side 
agreements Canada would not have signed the inlergovormnenlul agreement (from 
interviews in Ottawa). See also testimony in U.S. Congress, Senate, Cnnnnilleo on 
Finance, United Stati's-Ciinmlian Automobile Agreement, Ilenrin/ts Itr.foro. the Com¬ 
mittee mi Finance on 11.1 1. i)t)‘12, 89lh Cong., 1st sess., Sepleml.er 1905, pp. .15.1-50. 
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hear American olliekils complain that Canadians get away with too much. 
Snell myths are resilient because they are politically useful, but what is 
tiselul lor slalesmen can he obstructive for analysts. 

A second problem, as we saw earlier, was the impossibility of mapping 
the entire agenda of Canadian-Ameriean relations. Our solution to these 
research dilemmas was lo focus on significant interstate conflicts that 
reached the United Slates' president. This solution has the disadvantage 
of focusing oil only part of the total interstate agenda, and statistically it 
pioduccd a small number of eases. Nonetheless, it has several redeeming 
advantages. First, and most important, the presidential conflict agenda 
oilers the best prospect of closing a universe of like cases. Conlliclual be¬ 
havior at the lop lends to be heller reported by observers and belter re¬ 
membered by participants. Although complete discovery is unlikely, it is 
probably possible to approach a reasonably complete universe of signifi¬ 
cant cases. Conflicts that reach presidential attention also tend to be more 
important than others, so there is an implicit weighting of cases. It is true 
that summit meetings sometimes produce “ugenda-filler" items, but this 
happens more often with cooperative than with conflictual issues. 0 More¬ 
over, unlike total bureaucratic resources, presidential attention is a phys¬ 
ically restricted and very scarce resource, because we are interested in 
how the transnational and transgovernmental aspects of complex interde¬ 
pendence have allected interstate relations over time, it is useful to see 
their relationship lo a lixcd_ resource. Also, by focusing on..high politics, 
the bias we introduce is against our complex interdependence hypothesis 
that transnational and transgovernmental relations are important. Finally, 
because the president has the broadest jurisdiction over issues of any gov¬ 
ernmental actor, it is at the presidential level that we are most likely to 
find the. linkages among issues that are. commonly held not to exist in 
Canadian-Ameriean interactions. Despite the statistical disadvantages, we 
decided lo use a procedure yielding a small number of cases whose im¬ 
portance and validity can be justified in terms of our theoretical concerns. 

One of the difficulties in identifying cases concerns the boundaries and 
outcomes of conflicts. 11)' a significant interstate conflict we mean a situa¬ 
tion in which one government's request to another is not easily fulfilled, 
because objectives are incompatible or the means arc too costly. Conflict 

0 One U.S. (illlcial, for example, described law lie and a Canadian counterpart took 
the uuliulivc in working nut a new approach In a problem of Great Lakes pollution. 
By the hazards id liminx <9 a summit meeting and the need for "friendly” items for 
the cnimmmiipie, his venture reached presidential attention. It is hard to discover 
agendas that need ennllielual issues lo he deliberately added. See also Roger Swanson, 
tanadinn-Amrriran Summit l)i,doman /, 1023-1073 (Ottawa: Carlcton, 1975) 
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TABLE 7.10 PATTERNS OF OUTCOMES IN HIGH-LEVEL 
CONFLICT: CANADA-UNITED STATES 


Favored by Outcome 


Dates 

U.S. 

Canada 

Equal 

ratal 

1920-39 

6 

2 

i 

9 

1950s 

7 

6 

2 

15 

1960s 

_3 

_8 

j 

16 

Total 

16 

16 

8 

40 


Note: Conflicts that overlapped decades arc listed according to when they began. 


extraterritorial restrictions on tlieir trade. 27 Persistent patterns of trans¬ 
national ties in North America arc a soeio-slruetural factor that is bound 
to nifect the way the Canadian government defines its preferences in the 
first place. But in tables 7.G-7.9, it appears that close traiisgovcmmcnlul 
contact among fairly autonomous agencies may have led to avoidance of 
interstate conflict by understating Canadian objectives in two cases: the 
Columbia River (Table 7.7) and nuclear weapons ('Table 7.8). in the 
latter, a transgovernmental military coalition pressed Diefenbakcr into an 
early acceptance of nuclear weapons, which he later came to regret.” 
Similarly, Canadian dependence on transgovernmental communication of 
relevant information can limit Canadian options. 2 " 

On the other hand, as a glance at tables 7.0-7.9 quickly shows, it is not 
true that Canada never raised big issues. Indeed, as we shall sec later, 
Canada raised several difficult issues that Australia kept dormant (but 
not vice v,ersa). And one must beware of spurious causation in considering 
why certain conflicts were muted. For example, Canada’s delay in recog¬ 
nizing the Chinese People’s Republic was partly in deference to the United 
States, but also because of Canadian domestic politics.'-" In other words, 
one must be careful to read neither too much nor too little into the cases. 
With these caveats in mind, we summarize nine prewar cases in Table 7.6 
and the thirty-one postwar cases in tables 7.7, 7.8, and 7.9 before analyzing 
them in terms of agenda formation and political process.! 

Later we shall analyze these conflicts, comparing them with Aus- 
tralian-American conflicts. At this point, summarizing our findings about 

” The promtelear group in the Progressive Conservative parly was reinforced by 
official and unofficial visits and coinnnniicaUnns with NATO and NOItAD officials 
(from interviews in Washington, D.C.). 

1 The procedure for constructing tables 7.7, 7.8, and 7.!) was as follows: A long list 
of interactions was constructed from all references to Canada in Public Papers of the 
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me pattern oi outcomes may be useful. First, the pattern is much more 
symmetrical than simple structural explanations would predict. Second, 
la ilc 7.10 shows a striking change over time, The outcomes were closer 
to (lie Canadian governments objectives in only a quarter of the prewar 
cases but in nearly half the postwar cases. Outcomes were closer to 
American government objectives in two-thirds of the prewar cases and 

mrvi^ ^ 1,10 195<)s - but In " quarter of the cases in the 

U60s. Canada did better in the postwar than in the prewar period, and 
better in the 1960s than in the 1950s. 


IDENTIFYING ISSUES AND OUTCOMES! 
AUSTRALIA-UNITED STATES 


The same procedure was used to generate lists of Australian-American 
conflict issues. Tables 7.11-7.13 are comparable to tables 7.6-7.9 on 
Canadian-American relations, since the criteria for Including and scoring 
issues wore identical. Likewise similar caveats apply. For the Austrnlinn- 
American case, nonconflicts seem to bo more important than in the Cana¬ 
dian case. Australia seems to have refrained from raising certain issues at 
the presidontia 1 level for fear of disrupting the general pattern of relations 
with the United States. Thus, our data may even understate the degree of 
American dominance in the relationship.” 


n it . vi Hied States, presidential references in the Department of Stale 

Bulletin i, and the Council of Foreign Relations clippings files (primarily New York 
limes, New loifc Herald Tribune, Hi,uncial Post (Toronto], Globe and Mail [Toronto]). 

Hither references were ndded ami interactions not involving significant conflict were 
lomovcd Iron, he list on the basis of secondary accounts. Particularly useful for 1950 

win a aT ll,n I C i" ,, " , 1 ,u " Inslll " lu <> f International Adairs volumes on Canada in 
t rid Affairs; and for llm 1900s, tlio Canadian Annual Review. The list was then 
foil her roll ned hrougli Interviews will, thirty current and former officials and ol, servers. 
Certnin issues (sucl, as DEW Line, ABM, bunkering facilities, Laos) have been ex¬ 
cluded ns not invo vlng sufficient incompatibility of objectives. Others (such as Cuban 
lu.de, Meicnntile Bank) have been excluded as lacking direct presidential involvement. 

It is impossible to get a systematic survey of nonpresidentlnl-level conflicts, since 
many such issues are likely never to appear in documents, reports, or memoirs. (Tills 
n 0 lf ^ particularly on highly classified problems, 

but piosumablyIt will not happen so frequently.) An analysis of five important (so far 

vo,, r I urn r" ' mn |; rosld i on ‘ lnl ^tween tile U.S. and Australia in the 

y . . UoO-GJ indicates Hint Hie outcome was closer to Australia’s position in one 

3 lHOO U s °; 51 ' "" d d T * dw * ° f U ” itcd Stn,es ln four W.S. wool 
1' ,1 It f A . r,!Sl, ; ,el,,,ns "" dl,il 7 P-oJticts, 1950s; interest equalization tax, 1903: 

nd U.S.-A„stral,«n mr routes, 1909). This analysis suggests that Australia may have 
done at least as poorly m conflicts with the United States on nonprcsideiitial as on 
pres (lentin issues, but it should not be taken ns cither comprehensive or ns definitive. 
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TABLE 7.11 CONFLICTS ON PRESIDENTIAL AGENDA, 
1920-39: UNITliU STATES-AUSTRAI.IA 



First 

First 

Outcome 


government 

interstate 

cluster to 

Conflict 

action 

ret] nest 

objectives of 

Wheat agreement, 1933. 

Both 

U.S. 

U.S. 


Australia resisted acreage quota at 
London conference. U.S. 
threatened to impose quotas only 
in the midwest, letting western 
wheat compete with Australia in 
the Pacific. Australia then agreed 
to an arrangement regarded by 
U.S. as a triumph. 

Bilateral trade agreement, 1934-43. Auslr. Auslr. U.S. 

Australia pressed unsuccessfully for 
a bilateral trade agreement. Issue 
was superseded after 1943 by multi¬ 
lateral GATT negotiations. 

Matson Line controversy, 193 5-38.“ Austr. Anstr. U.S. 

Matson Line competition with 
British ships led Australia to con¬ 
sider preventing it from participating 
in Tasman trade. U.S. pressure on 
Australia prevented action. 

Trade diversion, 1936-38. Austr. U.S. U.S. 

In an effort to balance U.S.- 
Australian trade, Australia imposed 
discriminatory barriers on U.S. 
exports to Australia. U.S. 
retaliated by blacklisting Australian 
goods. Australia withdrew dis¬ 
criminatory measures. 

Source: Foreign Relations of the United Stales (Washington, L).C.: U.S. Government Printing 
Office, annually). 

a. Transnational organizations played a significant role in the political process. 

Australia had a conservative government between 1950 and 1969. Rela¬ 
tions with the United States were more acrimonious belli tinder the previ¬ 
ous Labour government, which served until 1949, and under the Labour 
government that came into power in 1972. The Labour opposition during 
the 1960s, in particular, was highly critical of Australian government policy 
toward the United States. A Labour government would almost certainly 
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TABLE 7.12 DYADIC CON I'LlCIS, 1950-69: 

UNITED STATES-AUSTRAI.IA 



First 

First 

Outcome 


government 

interstate 

closer to 

Conflict 

action 

request 

objectives of 

Wool tariff. 

U.S. 

Austr. 

U.S. 

Throughout the 1950s and 1960s 
Australia protested U.S. wool 
tariff as set ill 1947. U.S. refused 




to change it, citing congressional 
pressures. Although some 
negotiating took place in the 
Kennedy Round (1967), Australia 
would not accept U.S. demands 
for quid pro quo on tobacco. 




Lead and zinc quotas, 1958-65. 
Australia protested U.S. quotas in 
1958. Eisenhower indicated 

U.S. 

Austr. 

U.S. 

willingness to discuss them, but 
no significant U.S. action 
followed. Removal of quota 
restrictions in 1965 was.not a 
result of Australian pressure. 

Meat restrictions, 1964-. 

U.S. 

U.S., 

Equal 

U.S. urged Australia to agree to 


then 

voluntary restraints, which was 
done in early 1964. Senate 
passed restrictive quota bill in 

July; Mcnzics wrote to Johnson 
threatening retaliation, and a 
compromise was devised. 


Austr. 


U.S. balance of payments guide¬ 
lines, 1965. a 

Australia requested an exemption, 
but U.S. refused. It took unilateral 
measures; but tile issue died be¬ 

U.S. 

Austr. 

U.S. 

cause of Australian ability to 
borrow in Europe and strengthen¬ 
ing of Australian reserve position. 
Capital inflow was not retarded 
significantly. 




F-lll bomber, 1963-. 

Gorton expressed concern to 

U.S. 

Austr. 

U.S. 








Lumber U.S. No No — — — IWA; Crown 

ZeUerbach 

Auro pact Joint No No Auto tariff — Auto cos. Auto cos. 

Totals 4 3 5 2 4 3 
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ll "’ ,vl " lioM!i,,i|> ' v,ls M,or<! i,n l>orlant to Canada ll>,m to the United 

10 lM ' W,,I, i "8 iM flvo ,,f 11,0 conJliyt «»«* «n Which 
roco vi l ft, V° poss,bI<! rotal, “ Uon - Unless guarantees were 
Mcm'n Ji Cn " n ‘!'' «'*«! to cut off cooperation in security infer,na- 

rolc'in '?n’- S y 0,,,,,,,Ia " tliv< ‘ lti "K U.o Columbia River played a 
, retaliation against American cor- 

poi.itio.i5. in Canada played a role in the Carling case.* The possibility of 
budding a cross-country pipeline that would result in the exclusion o 
Venezuelan oil from Eastern Canada was part of the bargaining over ex¬ 
empt,on from oil <|iiolas; and the possibility of a highly protected auto- 
nadnle mdustry was hinted at during negotiations on the auto pact.* 

' la,a wns ^'ss able to play on American sensitivity. Only in the 

A,,strajia di r S0 . ' | A,, * tn,lin !,ppIy slm,lnr tactics - Usually, however, 
re s tl " f S ° v, 8 oro,,sl y ,,r th«nten retaliation for two 
Hasons. (hue was less economic vulnerability and sensitivity interdepen- 

AmeriJan I"’ ,t '. ,a( "’" s, " p >. I,lld s, 'e wanted to ensure the maintenance of 
Anic.tic.nn security protection. Australia’s flexibility in responding to Amort- 
c n economic actions was apparent in the aftermaths both of American 
.rtorTirAf , / ,,0hU, r in 1958 n,,d 1 Amor,cn " of payments measures 

Au ral a'Lt d ‘ P 0al “ od b >' Ame,icni1 “"I** quotas. 

0957 58 w r u ertr,' ,’ U (!XP ° ,IS b) ' VaIu ° clulin K thc quota period 
1963 Alb f 1,y nl :°, Ut 80 p0,CCnt '' B As we said earlier, after 

' n, "7 ll, 1 , y '° ,hc A,,,ciic a" Interest equalization 
tax and capital controls, partly because of new revenues from increased 
mincal exports, and partly because of borrowing in Europe. Even when 
Au .aha wns hurt by American actions - as on the wool tariff - resort to 
“"7 recrimination or retaliatory threats was inhibited by the gov- 
” t ,,ot 7° n 1950 a " d 19®. «ml: the most important goal of 

^ dl , gN P y r ,S *? n,al,,lni " ,:loso Hc * witb United States. 
Uni ed Stiles sl < ’' V0 "T Australia's deference to the 

fail ™ ? r UP ’ (,lb ncoossion * 10 American requests and in 

m 1A hhv'af A T7 C ° nCCSSi0,,S ' 11 leflect « Department of Ex- 
t anal Affan.s almost exclusive concern with politico-security issues and 

the prevailing postwar Australian belief that the priority of foreign 'police 
over domestic interests, and of security over domic objS" Si 
maintained. In contrast to the Canadian-Amcrican situation s'clo 

point In oar sombrero an,lor Hu- talic" ... , " ,0lvlt '"’' wu a,ultl occasionally 
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Subsequently, it appears tlmt (lie days of the hierarchy of high and low 
politics in Australia's foreign relations are ebbing, as security concerns 
become less acute anti economic interdependence and Iransnational con¬ 
tacts grow, 

On several issues, it seems to have been the intensity anti coherence of 
the smaller state's bargaining position that led to dilloreut patterns of suc¬ 
cess. Canada, for example, protested American capital controls much more 
vigorously than Australia did. Australia did not, as far as the record shows, 
even protest the interest equalization tax at the presidential level; and 
after its protests about the 1965 capital controls were rebuffed, the Aus¬ 
tralian government discovered that it could meet its capital needs in spite 
of the controls.'’ Australia’s most important success in securing American 
assent to a request came on the issue of meat import quotas; in this case, 
Australia was the chief supplier of imported meat to the United States, 
and Prime Minister Mcnzies wrote a letter in 1964 to President Johnson 
hinting strongly that Australia would retaliate against American products 
if a restrictive bill then before the Senate became law. 3 ' 

Intensity and coherence of bargaining position arc also related to the 
type of politicization that an issue has undergone. Whether it is a spon¬ 
taneous reaction to transnational processes or a result of manipulation by 
government leaders, politicization from below involves mobilizing groups 
to put pressure on the government. That government is placed in a strong 
position to make demands on the United States, to resist American de¬ 
mands, or even to threaten retaliation (as Australia did in the meat case, 
or as Canada did over oil and the auto pact) that might from a strictly 
economic point of view be' irrational. 11 y contrast, politicization of issues 
from below in the United States is carried out by more narrowly based 
groups, focusing principally on Congress. The United States public docs 
not consider either Canada or Australia important enough to generate 
broad, popular movements. As a result, politicization from below in the 
United States (as in the lumber import or meat quota eases) often leads 
to divisions between Congress — or vocal elements in Congress — and the 
executive. Thus the pressures of democratic politics usually favor the 
smaller state in the bargaining process, because for them, politicization 
from below tends to lead to tough negotiating behavior and coherent 
stands by government, whereas for the United States such politicization 
leads to fragmentation of policy. Likewise, these pressures give Canada an 
advantage over Australia, because the volume of transnational processes 
that help to stimulate public reaction is so much greater between the 

0 Australia’s mineral export boom of the late ItitiOs helped, so that fry ihc end of the 
1960s Australia could stop borrowing extensively in Ihc U.K. market. See Australia In 
Facts and Figures, various issues. This conclusion was confirmed by discussions with 
officials in the Australian Embassy in Washington, August 8, .1974. 


United Stales and Canada than between the United States and Australia. 

I he second major explanation of Canada’s greater success in bargaining 
with the United Status lies in the cHecls of the conditions of complex 
interdependence on the bargaining process. We observed earlier that the 
agenda of postwar Canudian-Amcrican relations differed from the other 
three situations partly because transnational organizations were more 
prominent in its formation. When wo examine outcomes, it becomes clear 
that outcomes on issues involving transnational organizations are more 
favorable to Canada than on issues not involving transnational organiza¬ 
tions: Canada “wins” six and "loses” three, with three equal outcomes. 

I able 7.IS indicates the roles played by transnational organizations in 
the political process and ihc importance ol those roles. In several cases, 
transnational organizations proved to have interests of their own that did 
not always coincide with - the United States government’s. This differentia¬ 
tion meant that the transnational organization sometimes improved rather 
than weakened the Canadian government's position in bargaining with 
the United States. As one American official said of the role of the com¬ 
panies in the auto pact, “We k new about the Canadian plan to blackjack 
the companies, but we expected (he companies to be harder bargainers. 
They clicln t have to give away so much. It must have been profitable to 
them. In the auto pact, the letters of undertaking that Canada solicited 
from the auto companies helped to ensure her larger share of the joint 
gains. In the oil case, lobbying in the United States by large northern 
refiners helped Canada. 3 ' 1 And in the Arctic pollution case, the fact that 
Humble Oil needed Canadian approval and support before it could under¬ 
take a second voyage greatly strengthened the dc facto position of the 
Canadian claim. 1 " On the other hand, in at least two cases (extraterri¬ 
toriality, nuclear weapons), the United Slates government’s objectives 
were served by its ability to influence transnational and transgovernmental 
actors; and in two cases (the magazine lax and Seafarer’s International 
Union) one could argue that American-based transnational organizations 
were the real winners. Nevertheless, Canada did well, on the whole, in 
issues involving transnational organizations, even in some of the most 
crucial issues allecting Canadian autonomy."’ 

Canada did even better in postwar issues involving transgovernmental 
ielutions; she came out ahead in five of eight cases in which transgovern- 
inental relations were important, whereas the United States came out 
ahead only once. For the other relationships, only three cases seemed to 
include significant transgovernmental politics (liquor tax, Canada, 1936; 
wheat sales, Australia, 1959; and nonproliferation treaty, Australia, 1969). 
In each of these, final outcomes were closer to Canada's or Australia’s 
positions than to those of the United Slates. Governmental cohesion is 
important in determining outcomes, and in general, the United States 
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TABLE 7.18 CASES OF TKANSNATIONAL ORGANIZATIONS 
(TNOs) IN THE POLITICAL PROCESS: 

CANADA-UNITED STATES 


Importance of 

Outcome closer 


TNO used by 

TNO to outcome 

to objectives of 

TNO lobbied 

govern ment 

Necessary 

Magazine tax 

U.S. 

Time, Header's 
Digest in belli 
countries 

- 

Extraterritorial controls 

U.S. 

- 

U.S. 

UOMARC 

Canada 

Boeing in both 
countries 

- 

Seafarer's Union 

U.S. 

Union in Canada 

- 

Payments guidelines 

Equal 

- 

U.S. 

Auto pact 

Canada 

- 

Canada 

Contributory 




Columbia River 

Equal 

Kaiser in British 
Columbia 

- 

Oil import quotas 

Canada 

Oil companies 
in U.S. 

- 

Lumber imports 

Canada 

Union and enrp. 
in U.S. 


Arctic zone 

Canada 


Canada 

Negligible 

Carling 

Canada 

- 

- 

Air routes 

Equal 

- 

- 


was less cohesive than Canada and Australia. In part this lack of cohesion 
is a function of sheer size and of presidential as contrasted with parlia¬ 
mentary government, but it is also a function of asymmetry of attention. 
The United States government docs not focus on Canada or Australia the 
way that Canada, or even Australia, focuses on the United States. Creator 
cohesion and concentration helps to redress the disadvantage in size. The 
Cuban missile crisis and nuclear arms cases are informative exceptions to 
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Ibis rule, in dial I lie ideology of an interdependent defense community 
laced Willi a common (local helped to legitimize the successful Iransirov- 
onnnontal dclcu.sc coalition. 

In summary, though the patterns of outcomes tlmt we discovered have 
many causes, our detailed investigation indicates that the political 
processes ol complex interdependence, particularly the activities of traiisna- 
lional and Iranxgovernmenlal actors, were important. Of the four relation¬ 
ships we examined, the Canadian-Americun postwar relationship was 
closest to complex interdependence, and the expected political processes 
help account lor the surprising (from a simple structural point of view) 
pattern of outcomes. More specifically, the diilercnce between the prewar 
and postwar Canadian experience showed that complex interdependence 
was not merely alliance politics or the absence of military force, but that 
the "H'cr defining conditions, particularly multiple channels of contact, 
were an important causal element. 


REGIME CHANGE: 

ALTERNATIVE EXPLANATIONS 

We have seen that the pattern of outcomes in the postwar Canndian- 
Amoriean relationship is not well explained by a theory based on overall 
political structure. It is clear that some of the characteristics of complex 
interdependence - particularly the absence of military force and the pro- 
hfciation of channels of contact between societies — have made’it more 
difficult than it would be under realist conditions for the United States to 
exercise dominance in the relationship. 'Hie United States was constrained, 
furthermore, by the regime that developed between the two countries 
after the war, which limited opportunities for linkage among issues and 
oMipIiasizcd llic virtues ol responsiveness and conciliation. 

Vet wo know that international regimes can be changed if they become 
intolerable to stales that have overwhelming underlying power. Why, then, 
did the United Stales not break the regime that has governed Canadian- 
American relations in the postwar era? Let us look at how well our four 
models of regime change help to explain the patterns that wc. have de¬ 
scribed. 

According to our simple economic process model, the dramatic increase 
in economic sensitivity interdependence between the United Stales and 
Canada should have led to a gradual regime change in the direction of 
increased political integration, l-’or example, George Ball speculated in 
1J6S that a high degree of political iulegralio'n would follow from North 
Ameiican economic integration." Certainly economic integration was in¬ 
creasing. Exports to the United States rose from half to over two-thirds of 
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Canada’s total exports between 1948 and 1970. As we saw, cadi country 
was the other’s largest trading partner, and their exports to each other 
rose from 26 percent to 30 percent of their total exports during the 1960s. 
This level of trade integration approached that of the European Common 
Market, and Was greater than in several free trade areas.* 

But political integration was limited. We can distinguish three types of 
political integration: (1) the creation of common institutions; (2; the co¬ 
ordination of policies (with or without institutions); (3) development of 
common identity and loyalty. For voluntary assimilation to occur, all 
three types must develop. Yet when we look at the Canadian-Amcrican 
case, there is a striking absence of the first and third types. Indeed, one 
could argue that although there was some increase in the second type, 
there has been a decrease in the third type. 

The relationship to the growth of transnational interactions may not be 
coincidental. Indeed, under conditions of asymmetry rapidly rising trans¬ 
national interactions seem to stimulate nationalism. |,J One is tempted to go 
a step further and speculate that highly visible transnalioual organizations 
accentuate this effect. It is intriguing that the growing intensity of Cana¬ 
dian nationalism, as shown in public opinion polls, 1 ' 1 and the gradual de¬ 
velopment of government programs for greater control of transnational 
organizations and communications followed the great economic boom of 
the early 1950s, when direct investment grow to exceed portfolio invest¬ 
ment (1950) and nonresident control grew to more than 50 percent of 
Canadian manufacturing (1956).' 1 ' 1 

Whatever its causes, rising nationalist altitudes affected Canadian gov¬ 
ernment policies in patterns visible in high-level conflicts. As we saw, the 
agenda switched from one primarily set by American government actions 
in the 1950s to one reflecting more Canadian government actions in the 
1960s. Over the same period, outcomes closer to the Canadian govern¬ 
ment’s objectives also increased. Perhaps even more indicative is the fact 
that although several solutions to high-level conflicts in the late 1950s and 
early 1960s could be called integrative in their effects (oil import exemp¬ 
tion, balance of payments measures, air routes, auto pact), these solutions 
became infrequent in the 1970s.f Societal interdependence and policy in¬ 
terdependence did not by themselves create a transnational sense of 

* The analogous figure for the European Common Market in ISJOfS was 43 permit; 
European Free Trade Association, 25 percent; Latin American Free Trade- Association, 
10 percent. 

t This has not been for lack of opportunity. For example, a Canadian regional subsidy 
to a Miehefin tire factory was treated as an export subsidy by the U.5., which imposed 
countervailing duties. A decade earlier one might have seen an integrative response to 
this situation of policy interdependence. 
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d ‘ VV ^■. Nalm,,aliS,n 1UK ' tIlC -ere not banished 

o ' l '" tS ° f l,a ;« i,m ;"S ' s 'ihtations of complex interdependence, 
dam.^ C(,1,tra, ' y: wl,l, ° 11,0 elephant roamed abroad, the beaver built 

The simple economic growth model does give a reason for the parsis- 

I we v : ,t ;r IWilr norm in Canadian-Ameriean rotations, 

Imwcvei. Doll, governments were aware of the welfare losses they would 
"cm fiom a disruption of economic integration, and of the necessity of 

wr i ,rfe , T gn,H 'n“ Prefe r ,,,,y h,f0nnal - l ° " lai ” tai ” «*« economic 
y- • ugh unwilling to develop a new regime that would reflect 

5™T B Intc K>nhon, both governments drew back from actions that 
tliicatcned the existing regime with its welfare benefits. 

I he overall structure explanation is best at explaining the prewar re- 

w'slwar",' of ll,e P“*tw..r regimes in both cases. In the 

p twa period, however, ,1 is better at accounting for the Australians' 

at ,0 "P 8 ro " ,cr If'"* from a regime that discouraged linkage than 

tocha, "rl^ " K, . Canatllans l ,aslwil1 ' J?«his and the United States’failure 
lo cli.uigc the regime. 

diirhn/| 0 |" ,Kl 1,mt lX|ll .' Ci ! h'nhnges between issues were most significant 

n MatedZ'r', 1>e, "r ’ "> !ll > three countries made 

be /n^m eture of power more relevant than the global structure 
Dmmg the 1920s and 1930s the United States frequenttalinked extra e^ 
n,s issues order to exert the leverage of its overall preponderance mr- 

d'lTw'li k" “a, 1, ! Kn, ." st Can,uIa ' A K ainst Australia? tile United States 
hew linkages within issue areas, on such issues as wheat export, and 

pniiiriink,"' r -VV" UOd StiUCS “'“"‘-S™ 1 »'> Australia in the 1930s 
" ' I t? ; 1 '' ,"-' F ° UX r '°," ° f A ' ,St,a,ia l ° Australian concessions 
hade issues, hut because of the isolationist mood of the times his 
p oposal was apparently rejected by the State Department” Canada’and 

and Ti, ,1 Smcllei pollution and Detroit air pollution; and Australia linked 
bade divers,,,,, with a trade agreement), but without uccess . A ; 
cans refused to accept the linkage. 
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L\ An Z ili' 1 T ia,lurly tmm ,Ilat the United States 

Kl Australia. It ,s therefore not surprising that relations were often 

acmnomous and that the United Stales, in particular, felt little need to 

nliZIXw on economic ■ Issued The 

postwar rnlai- 1 a • ° 1 MCSC,VC tIlG "“'ich more responsive patterns of the 

dm in r 1 * l<>n ' S nl '° S , C 0Ut <>f “ s<,,,fic of C0ln,n( >n interest developed 
dmmg close wartime and Cold War alliances. Both sides were intareste I 
i" picse.vmg the alliances and the friendly nature of the relationship. In 
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the United States, the State and Defense departments had the most direct 
interest In these goals, and sometimes supported Canada nr (more rarely) 
Australia against the Agriculture or Treasury departments. 

From an overall structure point of view, however, the relationships were 
very different, Throughout: the two postwar decades under review, Aus¬ 
tralian governments believed that their country was dependent on American 
protection to combat threats from Asia, whether from Japan, Indo¬ 
nesia, or China. They, as well as American policymakers, believed that 
Australia was the more dependent partner, and tlie.ir bargaining position 
suffered as a result. Although the United States devoted far less attention 
to Australia than vice versa, Australia was unable to take, advantage of this 
situation because of its sense of asymmetrical dependence in security is¬ 
sues. In this sense, the outcomes of Australian-American issues in the 
1950s and 1960s were largely structurally determined. For Australian gov¬ 
ernments between 1950 and 1969, the fear of weakening the American 
protective umbrella as a result of negative linkage to security issues was a 
pervasive source of concern. Because of the Australian subordination of 
economic issues to security issues, American diplomats did not have to 
spell out the consequences for security of a major and acrimonious dis¬ 
agreement on nnother issue. 

In the 1950s Cannda denned its security situation and its concern with 
globnl order not quite so deferentially as did Australia, but nevertheless 
in such a way that it seems to have made equal or greater sacrifices to pre¬ 
serve the global structure of relations. By the mid- to late 1960s, the 
decline in the Cold War’s intensity, disillusionment with UN peacekeep¬ 
ing, technological obsolescence of defense against bomber attacks, and 
the Vietnam War altered Canadian perceptions of security. Combined 
with rising domestic nationalism, these changes diminished Canadian fear 
of disrupting either the global or North American pattern of relationships. 
Inhibitions on bargaining were therefore reduced. The norms and operat¬ 
ing strategies of the relationship began to change. Thus, the structural 
constraints on Canadian policy eroded in the 1900s. Although the United 
States continued to be much more powerful overall than Canada, the 
Canadian government had learned how to use growing nationalism and 
public politicization to achieve greater gains in the bilateral relationship. 

But the overall structure explanation docs not tell us why the United 
States did not alter the regime once the Canadians began to depart from 
the rules of quiet diplomacy. According to the overall structure explana¬ 
tion, the declining security threat and eroding global hegemony should 
have made the United States less willing to pay the costs of leadership 
and thus more likely to initiate a change of regime. The diminished im¬ 
portance of Canada in air defense in the 1960s should have reinforced 
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HIViTVT" ,l,0UKl ‘ " K ; U " il,:tl Shl «™ «*'M not. the nuclear aeo 
n "t" >-•'); disassoemle ((sell from the defense of Cannda. g ’ 

-I I his does not fit the pattern of events. First, despite the svmmelrv 
n 'l’t 11 :'" 1 ;": ll,,|l, T ,n "■« * was Ca.mda more limn the 

H, d i m r, ,0Str r" ! lS | wr »! ,,,,n 8 1,1 «>der to “void disrupting 
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UOOs. fx-cond. allhough Commlly’s actions in 1971 and 1972 infringed 

wm M " ,,C 1 A (lil ' octio " tlult 11,0 overall structure explanation 

vo dd predict, C .dlyism did not last, and the regime has persisted 

wx hout as large alterations as were expected at the time? 

ssne structuralism contributes part of the explanation of persistence 
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Canadian tactics on bargaining and on politicization were summed 1 up in 
lie term quiet diplomacy. This is what issue structuralism wmdexpe 
It was frequently argued that because of the asymmetry of power S ic 

“I 0 " .IT nlH,C ,i,<0,y l ° the American dmZt 

whcu.as depohticizatmn would allow the bureaucratic managers of the 
alliance to relate issues to long-range joint interests. 

■or example, issue structuralism would predict that the Canadians 

The 1IC wIs'!','r m"'" !” ’"^national Joint Commission (IjC). 

. j / C ,lS . (!slil, ’hshed by the two governments in 1909 to deal largely 
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h '■ 'vheieas the American government frequently resisted 
eh gating issues o the IjC. In the 1960s however, on issues such as mari¬ 
time jurisdictional questions, where it had a revisionist position, the Cana¬ 
diangovernment avoided bilateral institutions. It took the lead in asserting 
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positim!.'' fl0nl ,K ’ ,OW i,IKl lIlC U " itccl Stntes was in a minority 

said t!fu 4 .’ S<:,m n F " ll,,igl,t ' dk ' Clcd “» structure view when he 

o e dl A ?’ J” 1 T™ lV ° ,,F CiU,iKli, ' S “ boo °'" , "S Powerful enough 

J. able to be unfriendly. '« Similar statements are frequently made by 

scen uh's"'! fn ® ,,dll,,css ,s il ‘P'ostion » f dc gree. Contrary t o y imagined 
ccnai m.s, dm mg the energy crisis of the early 1970s, Canada was able 
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petroleum sales to the United Slates. This unfriendly act did not lead to 
an American "nllinialmn" (the title and c*|ieelaliini nl a best-selling 
Canadian novel in 1.973); it led In acquiescence. In the winter nl 1974, a 
number of American legislators proposed that Americas economic: powei 
he brought to bear on Canada by tarills or laxes in the broader trade 
area, but these proposals were not implemented. I’arl nl the explanation 
is issue-structural: Canada was less vulnerable in the issue area because 
she was largely self-sufficient in oil. Hut that is not the entire explanation. 

The international organization model contributes an important part of 
the explanation. Recall that this model does mil focus so much on foimal 
international organizations such as the United Nations (which are not 
particularly important in Canudiau-Amcrican relations) as on the political 
processes of complex interdependence, to explain changes in international 
regimes. Informal patterns of relations — such as transgoverumcntal net¬ 
works—are regarded, in this formulation, as important determinants of 
regime maintenance or change. 

The norm of nonlinkagc that tends to separate issue areas in Canadian- 
Amcrican relations represents an accommodation of foreign policy to 
conditions of complex interdependence. When multiple issues and actors 
are involved, linkage is often loo costly in terms ol domestic politics. No 
group wishes to see its interests traded away. 1 locals of retaliation on an 
extraneous issue involve mobilization ol dillercnl sets of actors and pro¬ 
mote domestic politicization, which bureaucrats fear may get out of con¬ 
trol. 

Of course there is bound to be some linkage. Diplomats admit that the 
overall structure of relations is kept in the back of their minds. They weie 
often concerned for the interaction of issues that were proximate in time 
(for example, the auto pact and the magazine tax) as well as for the effect 
on the general climate of relations, but overt bargained linkages were too 
costly to employ. 

Moreover, the transgovernmcntal networks that were part of the regime 
process proved to be an important source of regime stability, lhe elfoits 
at centralization and politicization in the Canadian-Amorican relationship 
changed the style, but did not curtail transgovernmcntal networks foi 
very long. Canadian and American officials involved in managing the 
relationship kept in close contact. Even during the 197.1-72 period, State 
Department officials were able to use committees and requests for studies 
to fend oif punitive Treasury measures.' 1 " Canadian and American counter¬ 
parts reached informal understandings in such a way that the activities 
appeared to be domestic matters not requiring central oversight, For ex¬ 
ample, while oil spills in boundary waters arc a heated issue in the politics 
of ecology, the two coast guards 
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opeuile under a single eonunander when on oil spill operations. . . , lint if il 
Has piesenled as an integrated approach here in Washington, everyone from 
OMII In the Slate Department and many others might want to become involved. 
I ie lesponse in Otlawa would lie similar. Tims our contingency plans are cn- 
ordinaled, Iml mil integrated. And it’s heller and easier for everyone con¬ 
cerned. 15 " 

Dining and alter lho energy crisis ol 1974, when Canadian curtailment 
ol oil exports Id the United Stales could have been the kind of visible and 
emotional issue that mobilizes American public demands for the punitive 
use of our overall power, the Iransgovernmental network of officials co- 
opeialed in managing politicization. Informal transgovernmcntal intcr- 
aelinns helped to maintain temporary Canadian oil supplies to the northern 
tier of American refineries, thus diminishing the points of potential domes¬ 
tic American politicization — particularly through the Congress — that 
might have, pressed the American government to resist the Canadian 
change of the energy ball park." 1 Such cooperation among officials in 
seveial agencies on both sides of the border involved decisions that would 
have been both too Irequent and loo controversial if carried out in the full 
glare ol publicity that accompanies high-level diplomacy. When faced 
with a potential politicization crisis, the regime procedures (though not 
the label) of quiet diplomacy were resurrected to avert the threat. 

As we argued in Chapter 3, it is unlikely that any single model (of 
regime change) will fit all situations, and some situations will require a 
synthesis of explanations. Hut we also warned that it is most efficient to 
stmt with tlic simplest structural explanations first and to add complexity 
only as necessary. Hecanse both prewar relationships and the postwar 
Austrnlian-Ainoriean relationship are closer to the conditions of realism 
than to those of complex interdependence, one should expect the overall 
structure model to provide a neat and simple explanation for these three 
cases. I lie postwar Canadiau-Amoriean relationship, however, was closer 
to complex interdependence, and it was necessary to go beyond the. over¬ 
all sti uclure model in constructing a synthetic explanation. The overall 
sliuclure model helps to explain the initiation of the postwar regime, and 
the nonlinkage norm in that regime helps to explain why an issue structure 
model can account for the otherwise surprising Canadian success in sev- 
etal high-level conflicts. Hut we needed to add the complexity of the 
international organization model reflecting a political process associated 
with complex interdependence in order to explain shifts in the agenda of 
the relationship, the Canadian successes in at least six of the conflicts, and 
the persistence of the nonlinkage regime. Finally, the economic growth 
model helped to explain some of the incentives, though not the means 
for maintaining the regime. 





Cha pter 8 


COPING WITH 
INTERDEPENDENCE 
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in accord with even the best blueprints for pence- or world order is like 
tlie proverbial house built on shirting sand. 

EXPLANATORY MODELS AND 
CONDITIONS OF WORLD POLITICS 

In Chapter 1 vve ob served that theincreasing use ol the word inlanlci>en- 
'ilence reflects a w idesprcadjjut imprecise feeling that the nature of world, 
p olitics is changing . .We therefore began with conceptual clarification. 

We defined interdependence in terms of cosily ell eels, distin guis hed_ 

am ong different t ypes of interdependence, and showed how, as ymm etrical^ 
vulner ability interd ependence can hearsed as a source of power in t]ie_ 
traditional game of pqlitiesumong nutjons. Then in order to clarify the 
nature of world politics in litis turbulent period, in Chapter 3 we pre¬ 
sented (using as few assumptions as possible) an economic process model 
and three contrasting political power models ol how the rules and proce¬ 
dures that govern interdependence change. 

In parts II and III we applied these models to four cases over the past 
half century. We found that the economic model never provided a suffi¬ 
cient explanation, although it was necessary lor understanding most of 
the changes in international regimes with which we were concerned. Our 
overall structure model was simple enough to produce clear predictions, 
but, particularly in recent periods, the predictions were ollen olf-largc.t, 
catching only a small part of the changing reality. A sec ond p olitical 
model based on the structure of power in specific issue areas sacrificcil 
some of the parsimony of.the first model bui still yielded clear predictions 
based oil incongruities between power at two dillerent levels within..Issue 
areas. Its accuracy was limited, however, by its inability to account for 
changes in regimes that resulted from changes in the overall power struc¬ 
ture or from patterns of international organization, broadly defined. _CIur._ 
third political model, wh ich we called^ the international or ganizatio n 
model, took into account intergovernmental and transgo vein mental nct- 
. works..audlilistitutions, and therefore enhanced our ability to explain, p ost- 
war Canadian- Aincr ican relations and recent developments in the. occans_ 
and monetary issue areas. This result was achieved, however, at a con- 
siderabhT loss of parsimony and predictive power, because the interna¬ 
tional organization model was more indeterminate than those relying on 
economic process or underlying political structure. 

In developing these models as we did —from the most simple and 
familiar to the more complex and novel — we sought a systematic rather 
than an ad hoc approach to theory-building. We. tried to see how well one 
could explain international regime change with simple models before 
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relaxing snnplilying assumptions. The more complex models were dc- 
I signed to lake into account features of world politics associated with our 
',1 l yi n ; ol complex Interdependence. Nevertheless, we sought analyli- 1 
caily to distinguish between the conililion.i of world politics - whether 
characterized more accurately by realism or by complex interdependence 
- anil our explanatory models. 

Ultimately, however, satisfactory explanation involves showing under 
what conditions one model or another (or a combination of them) will 
apply. In chapters 0 and 7 we provided some evidence from the oceans 
and money issue areas, and the United States' relationships with Canada 
and Australia, that suggested a connection between our two most novel 
theories (issue structuralism and international organization) and the con¬ 
ditions of complex interdependence. Situations of complex interdepen¬ 
dence weie not explained well by traditional theories, whereas conditions 
closer to the realist ideal were. One must be cautious about generalizing 
these findings [„ make more general statements, one would need more 
mfoi nialion about other issue areas and other country relationships. For 
lie issue areas and relationships considered, however, our research sug¬ 
gests two very important propositions: (1) that issue struct ure and interna- 
tmn.d oigamzalion models are required .to .explain Jh.e politics of complex 
interdependence; and (2) that the conditions.of complexintedependmme ' 
mucasingly characterize world politics in some important issue areas and 
an,,,ng S01 „e countries. Further research is neededlo test these proposi¬ 
tions in other cases and explore them with greater precision. Later in this 
chapter we shall show that there are good reasons to expect aspects of 
complex interdependence to be important in world politics, in areas other 
than those we have investigated closely here. 

As we indicated earlier, however, our models would not provide the 
basis lor a complete examination of the politics of interdependence, even 
it wo could speedy the conditions under which each of them, or each 
combination ol them, would apply. In the first place, they do not locus 
diicctly on national policy, but on the development and decline of inter¬ 
national regimes Those who are trying to explain the policies of particular 
states will find these models too abstract. Our level of analysis is the world 
system, rather than national policy. To analyze national policies under 

.condUHWjLotcomplex Interdcpcndcuc^.one.w Qiild.nanrl >n .A 

- ions that arc quite dillerent from those.tIiat._wc. hav e nosed: (U Wh.nT ' 
.range qf .clioice is available to societies cqnfrpiiLccl..wtUi..pi;oblcmsLarising' 
'^v'wr r < i7 CI,dC ' ,CCi . t Wt severe.. aro_t|..e. external constraints? ' 

fiS" t Cte,n,lnCS thc re ' i P 0 »« c s- that_arc-clioxpn-and their- succe ss or 

To answer thc first of these questions, one would have to analyze the^ 
eilect of contemporary patterns of interdependence on state autonomy. | 
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The independent variables would he attributes ol I he sysloin: l he. (|nestiou 
would he how severely they constrained the governments eoneerned. Our 
discussion of interdependence and regime change is hclplul in delining 
these systemic independent variables; hut it is not very helpful in deter¬ 
mining how severely particular governments are constrained by the sys¬ 
tem. To answer the second question we would require dose comparative 
analysis of the domestic structures and political processes ol particular 
states, and we would need to draw heavily on work in comparative 
politics. 1 

We do not claim, therefore, to have developed a general theory of 
world politics under conditions of complex interdependence. Our systemic 
models would need to he supplemented by analyses ol the interplay between 
international interdependence and domestic polities before such a theory 
could be constructed. In Chapter 7 we explored that relationship to some 
degree for Canada and Australia, but hardly more than to suggest some 
directions for further research. 

Our systemic models alone are not adequate to analyze the polities of 
Interdependence. Dut traditional views of the International system aro 
even less so. Indeed, they fail even to focus on much of the relevant 
foreign policy agenda —those areas that do not touch the security and 
autonomy of the state. Moreover, the policy maxims derived from such 
traditional wisdom will often be inappropriate. Yet the modernists who 
believe that social and economic interdependence have totally changed 
the world fail to take elements of continuity into account. As a result, 
their policy prescriptions often appear to be utopian. All four of our cases 
confirmed a significant role, under some conditions, for the overall military 
power structure. Appropriate policies must take into account both conti¬ 
nuity and change; they must combine elements of the traditional wisdom 
with new insights about the polities of interdependence. 

POWER IN COMPLEX INTERDEPENDENCE 

We particularly need to think carefully about the concept of power under 
conditions of complex interdependence. Statesmen and scholars often use 
power to mean an ability to get others to do something they would other¬ 
wise not do (and at an acceptable level of cost to oneself), but as wc have 
seen, that kind of power has always been difficult to measure, and has 
become increasingly so. I n the traditio nalist view, to know the distribution 
of the resources that provide power capabilities is to know the struc¬ 
ture of world pblittcs; and if we know the structure, we can predict pat- 
terhsTof outcomes! But there are two problems with this approach. I£irst,_ 
the resources that produce power capabilities have changed. In the man- 
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agement of the classical eighteenth-century balance of power in Europe. 

calibrate Th,* I "l‘""' V t,IP m,l:iuI l >ower lcs< >urec, statesmen could 
c.ilibi.ilc llI t balance by counting the population of conquered and trims- 

fened ten itones.- Ihe industrial revolution complicated such calculations 
d nuclear weapons, as a power resource too costly to use except in an' 
cxtiunc situation, further weakened the relationship between military 
ower and power as control over outcomes. For many of the high prioritv 
U ".s on the foreign ,iohcy agenda today, calculating the balance of mili- 

WluT' M * rV *“ p,Ct,iCt VC,y Wo11 l, “ outco,1 ' e ()f events. 
M1 k.ii wc think of asyniinetrica! interdependence as a power resource 

in situations of complex inlerdcpendence. juclgmcnt and measurement arc' 
•ven moitv eomphealed. We have seen how being less vulnerable in a 

is dS°'"T dCpC " C U " C ° cnn 1>(J used as il P°wer resource. But it 
ti, sneiF . ° ?' | !ltU asy,T " not,iwi illld . where there are many of them, 
to specify the linkages among them. Even if wc felt fairly comfortable in 
»ur assessment of the power structure, whether based on asymmetries or 
milit.uy icsouiccs, we could not lie sure of predicting outcomes well. 

V„l with .the...structural..approach to newer 

wM^Lm the overall politico-.. . or in the ipeeific S^e«:' 

Mc.isuiab]e_powi!ocsources are not .automiittad.ly.translatedjnto effective 
t-wer over.pptc^e,.. Translation occurs by way of a political bTrgaining 
pioccss in which skill, commitment, and coherence can, as we sawSn our 

mwcr'rn a "“T CMM ’ , bcIic P redlclI °™ based on the distribution of 
powe i csourecs. I bus, traditional foreign policy maxims derived from 

levdrn'^m lh ® f‘ Wt " re ° f WorId P° litics - eitllor at the overall military 
level o m tens of the asymmetries in an economic issue system may be 

seuously misleading. Knowledge of the power structure is the simplest 

understm 1 '° !“* ^ fw P ° licy ana,ysis ' Bul to P'edict and 

indc.st,md outcomes, we must give equal attention to the bargaining 

over oulc!!,nes UC ' P ' ,WCr ‘ VSOmCCS nre t'anslated into effective influence 

Bargaining is important no matter what model of the system we use I 
We must note, however, the ways that the conditions of complex interde- 
endence affect the bargaining process. The minima] ro Ie of military force 
.^JhaLgpyennnents turn to other instruments, such as 
of economic.interdependence or of.Uansnatio.,idLlctoii“aVTi^v301^ 
CnnadiamAniencan relationship^ Similarly, the inapplicability of militan- ' 

tTor” at | C r ,S,de,able inC0 '’S mity ca " de velop between the struc- 
U e of overall military power and the structure of power in an issue area 

nm4a,7 e °r' d ° Ur ; St " dy ° f m<mey and oce!U,s one of the im- 
IT" ? ues ! 0, ' s about bargaining was whether issues would be handled 
sep.u.itcly oi linked to each other and to military security. Linkage among 
economic issues was one of several tactics for politicizing an issue, thus 
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forcing it to a higher priority on oilier eumitnes' loicigo policy agendas. 

II we could assume that linkage and politicization were controlled by 
rational statesmen in firm control of their governments anil societies, then 
the bargaining process of complex interdependence could he quickly 
apprehended. But the fact that interdependence has dillerent cllocls on 
different groups and that these groups press multiple concerns on their 
governments and have multiple channels ol contact across national boun¬ 
daries greatly complicates the bargaining process. Ily reducing the coher¬ 
ence of national positions, this complexity of actors and issues strongly 
affects the commitment to and credibility ol threatened retaliation, which, 
as we saw in the Canadian and oceans cases, can contradict predictions 
made simply on the basis of power resources, .Similarly, they allecl the 
bargaining process, as we also saw in the oceans and Canada eases, by 
providing transnational allies, hostages, and instruments of manipulation. 

Furthermore, as we saw in both the oceans and money cases, linkage 
; can stimulate domestic politicization, which can then turn the linkages to 

, new purposes. For example, a critic of American oceans policy might say 

that all that was needed to maintain the free seas regime was a stronger 
American lead, but this statement belittles the policy problems of complex 
interdependence. As we saw in Chapter 5, the existence of multiple linked 
issues and domestic politicization has increased the number and demands 
of domestic American groups favoring extended coastal limits. The inter¬ 
national contacts and potential transnational allies for such groups have 
also increased. Many of the most serious policy problems of complex intcr- 
dependencc result directly from this blurring of the distinction between 
domestic and international politics. Policy conceived as if the world con¬ 
i' sisted of billiard-ball states guided by philosopher-kings is not very useful. 

• For international regimes to govern situations ol complex interdependence 

successfully they must be congruent with the interests of powerfully.. 
placed dome stic groups within major states, as well as with the slrucluie_ 
of pow er among states. 

'Wddt'ir'h \cmi)v»v-( 

TRENDS TOWARD COMPLEX INTERDEPENDENCE 

IIow prevalent will complex interdependence be in world politics? Is it a 
temporary aberration, or a permanent feature of world politics? Obviously, 
we cannot answer these questions on the basis ol the four cases in this 
| book. And the differences among these cases should make us aware that 

any answer must be phrased as a matter of degree. Complex interdepen¬ 
dence is less closely approximated in military than in economic or eco¬ 
logical issues and it seems less relevant to communist states and many less 
developed states than it docs to advanced industrial countries. Even 
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among advanced countries, government control of social and economic 
interactions varies; the United States is characterized by a different rela¬ 
tionship between the stale and society than is France or Japan. 

These caveats notwithstanding, there are reasons to expect that signifi¬ 
cant: aspects ol world politics will continue to approximate the conditions 
ol complex interdependence. In some issue areas and some country rela¬ 
tionships, complex interdependence is deeply rooted. Although these 
conditions are not irreversible, major changes would be needed to reverse 
them. A..strpng argument could eyen.be mad e that comp lex interdopen- 
donco will, increasingly characterize world politics, because cadi of the 
three conditions of complex interdependence^ corresponds to ..a long-term 
JusLoiicui change with dce[)_eauscs of Us own. 

The multiplicity of goals and difficulty in arranging them hierarchically 
are results of the long-term development of the welfare state. During this 
century, governments in - nearly all types of countries have‘increasingly 
been held responsible for more than military security. Although Israel’s 
situation is obviously different from France’s, and although a heightened 
tension in Soviot-Ainorican relations could increase the attention of West¬ 
ern countries to military security, governments will continue to be held 
responsible for economic welfare. 

..Lite multiplicity .ami ...lack of hierarchy among goals is furthcr_compli- 
•«‘l«Lby_Jlyg " !!U, y and deliniti onTof e'con omicjweifmo n.Tr^ 

the contradictory choices about foreign e cono mic policy ~to which"“they 
-S!y c ..ri?5iL.Olio might caricature altitudes toward foreign economic policies 
among Vesteiii states as follows; For classical mercantilists concerned 
with the power of the stale, it was more blessed to export than to import, 
flic classical liberal economists who focused on consumer welfare taught 
that it was more blessed to import than to export. The twentieth-century 
political mercantilists who focused on employment (producers’ welfare) 
cming the Great Depression again favored exports. More recently, a new 
school <il national ecologists who focus on environmental damage and 
prefer strip-mining abroad rather than at home, favor (certain) imports 
over exports.- 1 What we find politically however, is not the dominance of) 
one of these economic goals, but their coexistence among powerful groups 
and a fluctuating pattern of priorities. 

- 1 'if’.iLiyelqpincnt of multiple .channels, utxcmtact .reflec t* n Inii.r-teyn. 
,Vt“ trend in the technology of ccmimunicqtlqns and transportation. 

Jet aircraft have brought Asia and America within a day’s journey"from 
each other Synchronous orbit satellites have brought the costs of inter¬ 
continental phone calls into the same range as intercity calls. Picture- 
phone transmission and intercontinental computer communications promise 
to continue to shrink many of the costly barriers imposed by distance. 
Cheaper and improved communications are not the only cause of trails- 
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national organizations or of transgovornmental contacts, but they did con¬ 
tribute strongly to their development. And although, as we indicated in 
Chapter 2, authoritarian governments can at some cost censor and curtail 
transnational communications and contacts, transnational communications 
are likely to continue to create social interdependence among more open 
societies. 

The change in the rolejrf militiu’y force is related to trends in the div_ 
s tructivonnss ot n Jlitary technology and patterns of social mobil izatio n. 
As we argued in Ch aptci JL-the-Use. of .force has been ma de morc _costly 
for m ajor st ates bv four-coiiditions; risks of. nuclear escalation: resistan ce 
by. people in poor, weak countries; uncertain and jxissiblv negative effec ts., 
on the achiev ement o f econom ic goals; and domestic opinion opposed to 
the human costs ..of ..the use of force. Even those states least affected by 
the fourth condition, such as those with authoritarian or totalitarian gov¬ 
ernments, may feel some constraints from the first three. On the other 
hand, lesser states involved in regional rivalries and nonstate terrorist 
groups may find it easier to use force than before. The net eficct of these 
contrary trends in the role of force is to erode hierarchy based on military 
power. 

The eros ion of international hierarchy is sometimes portrayed..as a... 
d ecline of~Ainer ican power, and analogies are drawn to the earliej;..dcc)ine 
of ttrlHijh lip gemnnv. Admittedly, from the perspective of a policymaker 
of the 1950s, there has been a decline. But American power resources have 
not declined as dramatically as is often supposed. American military 
spending was roughly a third of the world total in 1950 and still is. Over 
the same period, the American gross national product has declined from 
slightly more than a third to slightly more than a quarter of the world 
total; but the earlier figure reflects the abnormal wartime destruction of 
Europe and Japan, and the current figure still remains twice the size of 
the Soviet economy, more than three times the size of Japan's, and four 
times the size of West Germany’s, In power resources, unlike Britain in 
the late nineteenth century, America remains the most powerful country 
in the world. 

Rather than resorting to historical analogy, we should consider the . 
decli ne in hierarch y as a systemic change. In terms of our distinction be¬ 
tween power over others and power over outcomes, the decline of hier¬ 
archy is not so much an erosion of the power resources of the dominant 
state compared with those of other countries, as an erosion of the domi¬ 
nant state’s power to control outcomes in the international system. The 
•main reason is th at die system itself has become more complex. There are 
snore issues and more actors; and the weak assert themselves more. The 
dominant state still has leverage over others, but it has far less leverage 
[{over the whole system. 
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H.m si.rne pomts of ww jjft decline of hiera rchy the internation al 
the wmld 's S " ; l ^ , n. l, » l lL!«l''dluwiird democratization and equality i„ 

.. "ni.!. Some «»bservers have arguedTliarflfiT■grdwtlrbrTnr"ii,vlsil,Ie f 
continent of nontemtor.al actors" can lead to a world in which "loyally 
,«V ,> «' i 'I ,, V < ; i, l l,n,r< W 7'" «> big!, that we very much 

, " m ' "7 ,r w,rW w "™ wi " be feasible .” 4 Functionalist theorists 

who envisaged a translormalion <>r world politics through the coalescing 

•itos^nUi , "n <,S V Wth FiVnt ° g, ° UpS n,,d P uWlc bureaucracies — 
ac oss national boundaries to such an extent that military capabilities and 

national sovereignty would gradually wither away could also regard trends 
towaid complex interdependence us proof of progress. 11 

Our view of the future is less sanguine. So long as complex interdepen¬ 
dence does not encompass all issue areas and relationships among all 
major states, the. remaining role of military force will require sovereign 
•s ales to man, am military capabilities. Moreover, so long as the world is 
ch.ii.ictenzcd by enormous inequality of incomes among states - a condi¬ 
tion that: cannot lie changed quickly even on the most optimistic of 
.■ssiunplions about economic growth - citizens are likely to resist the dis¬ 
mal, hug of national s,ivercignty..T!i( L J., l e 1 ei L se in comple xity,nU^WI. 

of hieiaichy may simply result in the absence of any effective leadership 
in organizing international collect)vcjictipn. . 1 

LEADERSHIP IN COMPLEX INTERDEPENDENCE 

Uadmhip, of course, cm, lie a self-serving term used by a dominant stale 
justify any of Us actions. Vet in the organization of collective action to 
cope with economic and ecological interdependence, leadership is often 
ciiicia! to ensure that behavior locuses on joint gains rather than the zero- 
urn aspects of interdependence. As Charles Kindlcberger has argued, "If 

| K) " g ' t I < ’ “* tl, ° ) ,, ' ovisio " <> f the Public good of responsi- 
it), l.ithci than exploitation of followers or the private good of prestige 

dpE"!"'? “ ; • ■ Lc!lde,shi p *» necessary in the absence^of 

dc egaled authority. And such orderly delegation of authority in world 
politics ,s not likely. Leadership can take a variety of forms. Tn mmn,n „ 
■P^PgS,. leadership camuean: jl) to direct or comma, 

O-Jadnag, J hese defi m t igns_ro ughly corresp ond to three types of 

'"■'Wnai'Op,' 1 .. 

W^tjefiuedJi^ej^iu^Jeiule^hjp i ii Chap t er 3 as a situation i,Tillich 
J’n 5 _^lje_is..powerful^ emmgh to miiintiiin the essential rules govemine" 
Willing to. cl^,y-0^!7;-hcgc^^ 

s one way m winch a public good - responsibility - can be supplied. BiU 
the hegemonic leader will constantly be tempted to use its leadership 
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position for the sake of specific, self-oriented gains. Observers and putalils 
may plead for self-res I mint in Ihe exercise ol power; liul when domestic 
political pressures, rcileetcd parlieularly in electoral pnlilics, become acute, 
such advice will frequently he ignored. In any case, oilier governments 
will expect it, at crucial moments, to he ignored, and will endeavor to 
avoid being put into positions where they are asymmetrically vulnerable, 
or even very sensitive, to the leader’s decisions, when this can be avoided. 
Willing submission to hegemonic leadership is difficult to maintain for 
long, because the legitimacy (if not the power) of such leadership tends 
to erode. What in the eyes of the powerful appears to be. policing for the 
public good may appear in the eyes of weak as imperialist bullying. As 
such perceptions diiler, the need for compulsion in hegemonic leadership 
increases. As we have s een, u nder, conditions of complex interdependence 
compuls ion becom es pro blem atic. 

- A s econd type of i nternatio nal, leadership is unilateral initiati ve, th at 
for better or worse, sets an international example. A large state mayjiot be 
able o r willing tp..police the behavior of other stales, but because pf .Hs 
impo rtan ce.,its_notions may determine the regimes that govern 
situations__of...interdependence, belli because of its direct e.lleels aod 
"t hrough imit ation. 

The rules made by the United Slates — and made in response lor the most 
pait to domestic political pressures and domestic economic and social needs — 
arc almost always much the most important set. of national rules alfeeting oper¬ 
ators in international markets. . . . Consider the international repercussions of 
Intelest-rate policies pursued by the federal llcscrvc Hoard, ot air transport 
rulings given by the Civil Aeronautics Hoard, of stock market regulations en¬ 
forced by the Securities Exchange Commission. They are all much more inlluen- 
tial on operational bargaining processes than the rules laid down by any other 
nulion-slale [emphasis in the original]. 7 

Such leadership may have unintended systemic effects (as Truman’s ini¬ 
tiative in 1945 led to a weakening of the free seas regime for the oceans) 
or it may be quite deliberate (as unilateral American suspension of con¬ 
vertibility forced a change of the J3rcUon Woods regime in monetary 
affairs). 

Internation al leadership as unilateral initiative — going first and setting 
a n_ example — still exists m co mplex interdependence. As we have seen, 
because the American economy is dominant and less vulnerable than 
those of such countries as Japan, Germany, or France, the United States 
has more leeway in foreign economic policy than those countries do. Thus 
i t is inaccurate to describe complex interdependence as a completely stal~ 
u nited system in which e very actor jins a veto power and collective action 
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de cide for.tli ginscbres howjnuch JIhjj: wish lo parlicipalc. It lias become 
commonplace to realize that the ideology of lice hade, in the nineteenth 
century served the intersts of llrilain as (he most advanced state, and that 
.Uiere can be economic neocolonialism or an imperialism of free trade (and 
(investment). At the same lime, politically autonomous small stales can 
ibenefit from having the option of an open economic system, when force is 
|lnot used by powerful stales to impose such a svslem on them. 

INTERNATIONAL AND 
DOMESTIC ORGANIZATION 

Organizing for international collective action poses a particular problem 
for the United States. Americans,.axe., so used lo being dominant in the 
world that, w hen a problem, arises about which important groups in 
d omes tic polit ics f eel s trongly, there is immediate emphasis on uuiiaieral 
action. The adverse environmental cll'ocls of supersonic aircraft art; lo be 
dealt with by denying landing rights in the United Stales to the Concorde; 
nuclear proliferation is to bo controlled by a unilateral ban on the export 
of material from the United Slates; the world is to he fed by American 
wheat exports; and effective population control is lo be facilitated by 
changes in United States foreign aid policies. In each case, the goal is a 
worthy one — environmental quality, control of nuclear proliferation, alle¬ 
viation of hunger, limitation of population growth. Yet in a world no 
longer dominated by American power, unilateral American approaches of 
this sort may, in the long run, be detrimental even lo the goals being 
sought. If they disrupt cooperative international relationships and cast 
doubt on American motivations (or create negative reactions to American 
self-righteousness), such approaches may destroy (lie basis for legitimate 
international regimes. Supersonic aircraft can still lly where the United 
States’ writ docs not run; other nuclear suppliers can increase their exports 
of nuclear materials; the United States is unlikely in the long run to be 
able to feed the world; and American attempts lo control population 
growth abroad may be seen by nationalist leaders as attempts at “geno¬ 
cide.” Perhaps the United States should take all of these actions, but 
within the context of international discussion, bargaining, and (where 
possible) agreement, rather than unilaterally. 

As we have shown earlier, many of the relevant policy decisions in 
sit uatio ns of compl ex in terdependence will appear in traditional political 
perceptions fo be domes tic rather than foreign. We can think of sensitivity 
interdependence, whether through a market relationship or a llow of goods 
or people, as a transnational system crossing national boundaries. To all'cet 
such a system, governments can intervene at different policy points; 
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} ™ loni ""''"'S' 1 ‘"bfnalional organization at 
c w n!;, y s , l,,,nI<T: r i,,si ‘ lu ."-i.mostic jurisdiction.oLauothcr 

fits h’ti. Tn!' 1!. i, ; U,rW " ti0 .’I’ 0 ™ different «>sts and bene- 

S u l ^ " l" ,,rl ’ W ,,wr Wl, ° l««y* tl'o costs of anv chance 

‘ . m 1 l’ ll 'SKh-nt or secretary of state will often prefer p,diets 

loposing equitable international sharing of costs or even as a price for 
|( .nnmg international leadership, a disproportionate American share, lint 

, ‘ h . .l ,0 " ltf! "I intervention will be held by bureaucrats 

^ ~ — 

llrns, foreign policy leaders dealing with these new issues will have to 

I '.' 0 . 10 il,lon ! m " lhi <" usual to domestic politics. Foreign policy 

' the United Sl'alt* • V* T "‘ ,C " t’-'y--. tiiat wt ^t 

issues fiii'-'Y ” " t ! I . V"” interests. Different 

is(it l!ven iUU lmv<! political character- 

issues usieillv invol " ,,,y '"7. 1 10 sumo 0,1 cut on <-’"iploymcnt, trade 
rev ! ■ m ;"' V , 1,<,lilinl1 K ro ‘ , l». wlicrotw monetary issues 

i ;,. n , nt , ,’'li| K | P !7 r , Wi " lmW l ° fonn » ,1,l « ‘I'olr strategies in 

i iis ol .nik.Ii likely pal terns ol politicization. 8 

I hoy will have to pay special attention to the way that their internal/ 

w Z ' I*** "I At liomc, th„' 

MU have to pay more attention lo compensating groups that bear the 

tsin ’the:;" i,, vr ic,ivo C 

1 ! h " ' odjuslmeut assistance provision of the Trade Ex 

m :“' V l- 1 ()f » S-d security 
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During the Cold YVar this problem was met bv placing economic issues 

in ti,c ^ We saw z 

ilistaiU-uatt, fishe, men, rejaesenlmg less than a quarter of the American 
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catch, wore able, through an alliance of convenience with the navv, to 
(Iclinc American fisheries policy in terms of narrow coastal limits. Simi¬ 
larly, in monetary policy, the United Stales aecommiulaled its interests to 
considerations of alliance leadership, Alter the mid-lf)00s, the Soviet 
threat seemed less imminent. In the oceans area, strengthened by the law 
of the sea negotiations, American coastal fishermen (though representing 
a minor economic interest) successfully pressed Congress for a 200-mile 
extension of coastal jurisdiction, over the navy's objections. In monetary 
policy, our allies themselves seemed to pose an economic challenge, and 
Amciican interests were defined with less concern lor preserving the post- 
\ war monetary regime or for European sensibilities. As the symbolism of 
| national security is weakened, it becomes more dillieull to establish a 
political consensus on priorities. 

1 1 he rhetoric of interdependence and symbols of economic and ecological 
security are likely, however, to be imperfect substitutes for the traditional 
military security imagery. Economic interdependence alfecls dilferent 
groups in very different ways. Grain sales to the Soviet Union, for in¬ 
stance, may help detente, but they may hurt some of the poorest people 
in less developed countries. Ilomcstically, such sales boost farmers’ (and 
grain exporting companies’) incomes, but have an inflationary ell'ccl on 
food prices that is spread across the populalion. It is unclear whether 
grain sales will lead to vulnerability interdependence, which could pro¬ 
vide the United States with a useful foreign policy tool in relations with 
the USSR. If not in the short run, what about the more distant future? Or 
will the United States be unable to use this potential tool because domes¬ 
tic groups with an interest in the profitable transactions will lobby to 
maintain the relationship? When the condi tions ol complex inte rdep en- 
dence are uneven, and one society bears more of its marks than another, 
t he vii lii£. rab ilify_piytterns cannot be determined I rum simple statistics. 
When domestic burdens and benefits fall unevenly, leade is will find it 
difficult to make such subtle calculations and indulge their finely balanced 
judgments. Ecological dangers, by contrast, would olten aflect everyone 
faiily equally. But because they arc long-term threats and the short-term 
costs of ensuring against them are unevenly distributed, “ecological secu¬ 
rity is unlikely to be a sufficient symbol around which leaders can build a 
new foreign policy consensus. 

Concern about economic and ecological issues can lead both to inde¬ 
pendent policies and to greater involvement in international policy co- 
l ordination. Indeed, it is quite plausible to expect an inconsistent and 
ineoheicnt pattern of involvement and withdrawal. Isolationist policies 
will be tempting as responses to the frustrations in dealing with a world 

no longer under hegemonic control. There will be a tension l)otwccn_tliQ_ 

United States’ in creasin g invol vement in "the world economy and its de^ 


INTHIINATIONAL ANII DOMKSTIC OIUIANIZATION | 2.1!) 


dining control over that economy. .Increasing awareness of the need to 
policy internationally will coexist uneasily with 
tin uwaione.ss that oilier governments may have very dilferent priorities 

and may be ..ly dilficult to influence. 1 

It is possible to design.jndfiMtadsuL economic st r ategies by w hich th e 
,, . . S ". <,s n ’" ,d ds economic vulnerability to external events" 

Consider, lor instance, the (.ften-discussedJp^iimrtTT^^i^ if 
one were concerned about other countries' refusals (or inability due to de¬ 
clining reserves-) to sell eucrgy_.,m .materials, one could restrict total 
onpqrd, diversify soureds-.irsi.pply, build up slockpiie^and desigjTam: 
tmgi.ncy plans for rationing supplies in the event of sudden deprivation 
Over the longer run. the United Stales could invest in technologies to 
produce new sources and substitutes, (liven time, technology can change 
dependence supposedly implied by figures about 

Tel the important question is not whether independent security strate¬ 
gics arc- technologically feasible, but how far they should be followed and I 
lie uses to which they should lie put, Iteducing ones vulnerability to ex ' 
cinal even s can be part ol a neoisolationist strategy; but it can also be 
one element m a strategy of policy coordination and international leader¬ 
ship. It we recall our discussion in Chapter 1 of asymmetrical vulnerabilities 
as sources ol power, we can see why this is so. For policy coordi¬ 
nation a state re,pares power in diverse issue areas, in order to persuade 
others to compromise, and to make sacrifices. Jnsqfa !L asjne_.state can 
hunt Us vulnerability to actions by. others, it willjncreasc its abilit'y to^-" 
"«.!!!ternational negotiations about collecUw Tommie and cc^logi-' 
cal security. - . b 

At low levels of cost, olforts to increase self-sufficiency are therefore 
desnable lor a strategy ol policy coordination and leadership as well as 
"! 11 " ( ' n| s'olationisl approach. Theory question between these two police 
o .pla ions turns on how far lhcdcy&j>.„^ 

:» ,d Rwl.«t costs. Taken separately, 

V l r IS ll P :° P r 0 l " reClUC '° OUr v,ll " e,ahilU y dependence I 
gl l be tolerable. But when one adds them together, one has a heavy / 

cosl eouM 1^' "'I ‘ r, A " ,Cr,CUn P™PI0-particularly if many of these / 
•df i s S ° ’"'T o ^ n,0rc ° ll0Ctive Amorica " leadership in world 
alhms. Mo.cover, dthc onWnmmental pessimists are even partially cor- ' 

n et, the burden will growlicavier, Eveii-^irii^lim ^paeilv for 

independent action, the United States continues to have an interest in 
'"ten.a"onal po Icy coordination - over which, in such a siluaUon U 
would of course have considerable iniluence. 

s(i onirn- *'yv|!' C °'°^' C |'| l ' ,H '8 u,,,c,,t hr international action is even 

stiong, i, V\ hen a collective good, such as the atmosphere or the oceans, is 
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threatened with degradation by pollutants from many countries, action by 
one state alone is unlikely to solve the problem. Yet here again the point 
is not simply that ecological dangers or finite resources increase interde¬ 
pendence. The. keyJs.yi^ major countries of the world will 

h ave the social i md.go.vcmfflcntal ability .to respond in t ime. Will they 
plan so that the right technology wiii be available in lime, or so that 
conservation measures can be put into effect before irreversible damage is 
• done? Will we know enough about (he adverse effects of technology, and 
Uiave sufficient control over its development, that wo do not create tech¬ 
nological monsters? Will interna tional, organizations facilitate..xllaetive 
col laboration a mo ng governments o n such questions? 

If- Wg viewed Internationa l organizations as formal institutions whose 
e lfectiveness _cIfip : eixdctl..oi Ltfren~iu iibnoim-. it would lie difficult"^ bcT 
optimistic^ Very little in the record of the last thirty ycrirsTuggests that 
intergovernmental organizations such as the United Nations, or even more 
successful integrative arrangements such as those of the European Com¬ 
munity, will become increasingly autonomous and powerful in world 
politics. On the contrary, these organizations are often divided by contro¬ 
versy nnd weakened by lack of governmental support, political as well as 
financial. 

This approach, however, reflects an archaic view of international organi¬ 
sations as incipient world governments. We need to think of International 
lorganizations less as institutions than as clusters of intergovernmental and 
Itransgovernmental networks associated with the formal institutions. Gov¬ 
ernments, must be organized to cope with the How of business in these 
organizations; and ns governments deal with the organizations, networks 
develop that bring officials together on a regular, faee-lo-faco basis. Inter, 
natio nal orgnnj aitifliULlHiULtlicreforc help t o activate "potential coaI.Ulm)si'_ 

' n world politics, by facilitating communication between certain (Hites; 
secretariats organizations may speed up this process through their own 
coalition-building activities. 1:1 Leadership will not come from international 
A organizations, nor will effective power; but such organizations will pro¬ 
vide the basis for the day-to-day policy coordination on which effective 
1 multiple leadership depends. 

Froui this perspective it is not surprising that - despite their weakness 
as governments writ large —the number of intergovernmental organiza¬ 
tions more than tripled between 1945 and L965." As Table 8.1 indicates, 
the United States participated in almost three times as many international 
meetings in 1975 as in 1950. between 1964 and 1974, the number of 
■icciedited government delegates to international conferences and agencies 
increased by over 150 percent - and fewer than half of the American dele¬ 
gates in 1968 and 1974 came from the State Department. 

Because international organizations and meetings are so important as 


in I MINA I IONA!, ANII lJOMHST,C OllOANIZATION | 241 

- UN,TKD .^'A^'^ANSGOVlittNMUNTALCONTACTS 


International inertings 
with official 

U.v. /mrti, ipation 


A ccredned government 'delegates 
I ff conferences an d agencies 


1 “tal delegates 
(46 agencies) 


State department 
‘felegates as percentage 
of total 


n - '975 „ 5 pcrcelusigc <.^ 1 S 2 ' ( ^ C % ° Cp:1r,l,lcnt - of International Organization. 

!’■ 1974 iis percentage of lyrnl: 15 ,;% 

^ilidy '^'dlmter^’i f 7 ^ "one, -tivities 

Department personnel account for less than a"fim do ™ ,0 P moi,t - State 
diplomatic missions overseas- the rest eon.," f <>f “ An ' clic ‘ms in 

eminent agencies, because nntiv of H SHn,c twe "ty-Huec gov- 
<;-mp.«l X , .^hnicallvsliZiilS;!^; - technically 

lie constitucneics, must be intimnloD • i V 7° ' wvc Pellicular domes- 
""st maintain close ticswi Z ^ I' ^ ln Z 1 * 0 «'k1 they 

foreign offices, which ,• vo cwSLr ^ ,,l,rmd - TI,,IS miniature 
agencies, are lm . 1( . |,,, t va,,cm '"“'T U " ited domestic 

managing interdependence. Tliey „ecd7!T * )0!iitiv(! 

' l,il1 "mv do not establish separate Imrenuerilie'^rT"' 3 ' ) Vo11 contro,I «l 
lions with counterpart agencies to thwart offV , K!fl 0MIS lll!lt fon " coali- 
thc transgoverilinental policy coordination tha'l rl ^ ,VCnilllcnt policy; but 
---{Ig&o^rninontal policy cooirlin.',r engage in is essential. 

technical iigwckiilif cIi'fforeh~~ I? - 

«il..w joinLpjoblcnis, ,,r when Infm; . 

a sense of collegiality leads to esneeiail "“il *-“7 -Qseasionniiy,~ 

havior. Sophisticated altitudes i l • ,V 0 ec " ve problem-solving be- 

creased siitivftyVo lie in!",,aZa TT?* *"<■' •«- 

become increasingly diffused throiiirl , !' S, . > I Ctts of P n, blems, may thereby 
.cials of operating agencies Urn- dev). T ,A>1 '-l JS, - , p- coo ^iuatian i _offi- 
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function of central foreign policy organs such as tIn- Slate Department 
should be to encourage constructive trunsgovernmenlal contacts of Ibis 
type, and to orient the agencies involved toward broader views of world 
order, rather than toward their narrowly defined problems. There should 
be no attempt to cut olf such contacts; such an attempt would be futile. 
To destroy such networks would he to weaken international organization. 


CONCLUSION 

The growth of economic and ecological interdependence does not provide _ 
clear, detcnninistic_guideljii.cs for foreign policy. There is still a "necessity 
for choice.” The conditions of complex interdependence make the choices 
harder. The cho ices wil l be about how to organize so that both the 
''domestic” find ‘‘foreign” aspects of interdependence issues receiv e thei r,, 
share of attention . For tlie Un ited. States,. a. central Jssuo-Wll l be how to _ 

: exercise i ntern ational "leadership without the capability. ...lor Jtogoniony... 

Uritish hegemony over the world s oceans and monetary systems in the last 
i century rested on the twin pillars of restraining domestic interests and 

j applying preponderant power (including an occasional touch of force) 

; abroad. American l eadersh ip will encounter the smiii' need to set a good 

' domestic exaniple .J>ut wi ll find the application of power more diliiciilir' 

' We will have to learn both to live with interdependence and to use 

it for leadership. From a systemic point of view, the American paradox 
may be that the United States has too much rather than too little freedom^ 
in the short run, and may fail to take the lead on the economic nmf cco- 
! logical problemsThat will be increasingly important. 

j In any case, a n appropriate for eig n policy for the most powerf ul state 

! must r est on a .clear analysis of changing world politics. Outdated or over¬ 

simplified models of the world lead to inappropriate policies. Our argu¬ 
ment in this book is not that the traditional view of world politics is 
wrong. We believe that several app roaches are needed, bu t to d lll crcnt . 
• degrees7n~3 illerent situations. We need hotly traditional wisdom , and new 
insights. We also need to know how and when to combine them. One, of 
the major proUlems in understanding world politics is the frequent failure 
to distinguish among dimensions and areas of the field. This failure is all 
too often accompanied by a tendency to apply the same simplifications to 
all aspects of the subject. We have studied the policy implications of 
interdependence in order to contribute to a differentiated, sophisticated 
approach to analyzing world politics, not to put forward yet another over¬ 
simplification as a guide to reality. Careful analysis is not a mere academic 
game. It is essential for coping appropriately with the turbulent world of 
our time. In battle, the sword is mightier than the pen, but over the long 
run, pens guide swords. 


PART V 


Second Thoughts 
on Theory 
and Policy 
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military conflic t,” and we argued that " during the 1900s. m any otherwi se keen 
obse rver s who accepted realist ap proache s l l A perceive d u ‘ do\'clo|)- 

’ (p- 5). As 

we had done in our edited volume, Transnational aviations and World Toll- 
lies, 1 we pointed to the importance of " today’s multidimensio n al econom ic., 
social , and ecolo g ical in terdependence'’ (p. I). Yet Tower and Interdepen¬ 
dence had a different tone from both our earlier writings and popularizcrs o( 
economic interdependence. We cr iticized modernist writers who sec our ora 
as one in which the territori al sta te, which has been dominanUn world politics 
forthe four centuries since feudal tim es ended Is .. . ; J)cing .eclipse d l tty.D ni >lei^_ 
ritoriat actors such as multina tional corporations, transnational so cial 
movements, andTnternaiional organizations” (p. 3). In our view, to exchange 
realisnT’Tdr an equally simple view—for'instance, that military force is obso¬ 
lete and economic interdependence benign—would condemn one to equally 
grave, though different, errors” (p. 5). 

We did argue tiintlhofuife'orfnroi-l has hocoino increasingly, cosllvioi' major 
states ns n resul t of four conditions :m)ri sks of nuclear escalati() ii(2 )>csistanc o 
'liypeopfelnp oor or weak countrics^ 3)l[mc c r tain and possibly negative effec ts, 

oiTflioa chie^iiient o ^conorn^ ^^Jsi'andpi^lojijsgitaMpiHlaHJjRESsg^l.ialjis,, 

liumaircosts otTorce. B ut we also noted Inal the lourlh condition had little 
impact on tlie"policies of totalitarian or authoritarian governments, and we 
warned that "lesser states involved in regional rivalries and nonslate terrorist 
groups may find it easier to use force than before. The not ellecl of these 
contrary trends in the role of force is to erode hierarchy based on military 
power” (p. 228). 

Upon rereading, we think that the general argument has held up rather well. 
Vietnam’s invasion of Cambodia, Israel’s of Lebanon, and the Iran-lraq war all 
indicate that force remains an option in regional rivalries bctwcei i_sm.all-.af 
middle powers. But systemic constraints continu e to li mit the superpow ers 
use of force. Nuclear force remains useful principally as a deterrence to attack. 
Nationalism has acted as a constraint on Uie s uperpowers , as both the failure of 
Soviet interventionlrTAfghanistan and the weakness of the American response 
to Iran’s taking of hostages have indicated. Even in Central America the Rea¬ 
gan administration, despite its ideological commitment, has been cautious 
about introducing United Slates ground forces. Compare the relatively low cost 
and effectiveness of the Eisenhower administration’s interventions in Iran 
(1953), Guatemala (1954), and Lebanon (1958) with the more recent difficulties 
encountered by the United States in Iran, Nicaragua, and Lebanon during the 
1980s. The use of force against a narrowly based regime in the minislate of 
Grenada and the limited air strikes against Libya are the apparent exceptions 
that prove the rule: Grenada was virtually powerless, and against Libya the 
United States avoided commitment of ground troops. 

Our argument about constraints on jRc-Usc.nLatilUni:v-Cur.ccJaid the basis for 
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our analysis ol the politics of economic interdependence. This a n alysis c on- 
Inincd three principal themes, whichwodid not explicitly distinguish from one 
another: . .. 


I' cr - eric 111 c d m iaL>!sis^ffJ.he..iiiiljlicsj^)fintcrdcpcndcnce, drawing on 

ljargiiiii.li.ig. theory; . * . 

2- 4flJil)^iliiLjjljui,idojd_typcjh^jycJ?jdl^tlJ/rampl^^itexdQP-endc t ucc’’ 
■uk.I. p!.tlic.inipact pl.t 1 ^.processes th at it encompassed; 

An attempt to explain changes i n international regimes—which we rl e- 
fiiictLiiaJjiets of.governi ng arrangei^its~thaT affecFreiatio nsliii^rin- 
t erdopend encc" (p. 19). .. ” 


Our analysis ol interdependence is developed in Chapter 1, which links 
l M£Kl£ Eg n . t * cncc lo P«>wo r through the concept of gsw^ietfii^lTTi fiTfrlpjppn- 
donee as n power rc M>urc«4 “ It is asummetrles in Interdependence ” we wrote, 

i hj L U 110 most likely to provide sources of In i luence for actors in their dealings 
wlll| qneaiio jjmr (pp. 10-11, italics in original). This concept, that asymmetri¬ 
cal interdependence is a source of power, can bo found clearly in Albert 
llirschman’s National Tower and the Structure of Foreign Trade, 1 as well as in 
Kenneth Waltz s article, J lie Myth of National Interdependence.” 3 

Our analysis linked realist and neorealist analysis to liberal concerns with 
inlci dependence, li&jligniiLffd[ ncoreiilism both emphasize.states’ demands for 
ljaS'er,iiiid,secui;ily..a!id the daiigers to slates:’survival; the key difference 
between them is that . neorealism, as in the work of Waltz,. aspiros to the status 
(When realism anti neorealism make similar claims, we use 
"realism” only lo avoid cumbersome language. When referring specifically to 
the scientifically formulated theories of Kenneth N. Waltz and scholars with 
similar views, we use "neorealism.”) Military force is for both versions of 
IPlllSUli-fllSJRiiSLUllU nrhni l Power resour c e in world twIjtlCT.^t^rhuiis^ely 
ultimately on their own resources and must striveTo Tmi'ntain th eir relative 
, s y. s fcm, even at high economic cost. Liberalism also examines 
stale action but directs its alien lion toother groups as well. For lib eral thinkers, 
<fHU 3 i>!l!ie»illcenlives arpas: important as cpnecrnslQr_sec_urity. Among repub- 
lics, at any rate, military threats may be insignificant, expanding the potential 
area lor cooperation and reducing both the role of force and tile emphasis 
slates place on their relative power positions in the international system. 

Oui icspccl lor the liberal tradition of political analysis reflects our debt to 
studies of regional integration carried out during the 1950s and 1960s, Karl 
WciUsehjhKJUsed on the development of pluralistic security com munities— 
groups or slates which developed reliable expectatfonTof*peacef^reialions 
and thereby overcame the security dilemma that realists see as characterizing 
international politics. Ernst Haas focused on the uniting of Europe and the 
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transformation of the Franco-German hostility into a postwar economic and 
political cooperation. Subsequently, scholars extended these perspectives on 
economic, social, and political interdependence and integration to other re¬ 
gions. 8 What these studies had in common was their locus on laiw increased. 
t ransactions and contact changed attitudes and Iransnational coalition oppor ¬ 
tunities. and the wavs In which institutions helped to I'oslcr such processes. 
They focused directly on the political processes of learn ing and the redefinitmn 
of national i nternals. 

The development of regional-integration theory outstripped the develop¬ 
ment of regional communities—although the transformation of Western Eu¬ 
rope into a pluralistic security community is an important accomplishment. We 
felt, however, that many of the insights from integration theory could he trans¬ 
ferred to the growing and broader dimensions of international economic in¬ 
terdependence. Our first study in transnational relations and interdependence 
broadened the conceptions of how national interests are learned and changed, 
but it was only in Power and Interdependence that we explicitly addressed the 
conditions under which the assumptions of realism were sullieiont or needed to 
bo supplemented by a more complex model of change. Our goal was not to 
d iscard the insights of realist theory, but to c onstruct a broader llieoiellcnl. 
fra mew ork that cou ld cnc omp^j-callstconcc^ aboiit the structurfijpfpp,w.or 
\vhile slsbcxpla inlng ch anges in tlio processes oftlm lntornntiom J.iiyylcfn._Wc 
sought to account for the anomalies that arose when realism tried to ileal with 
issues of interdependence, and to direct attention to new information and 
directions for research. Wo were interested in supplementing realism by en¬ 
compassing it in a broader theoretical framework, not in trying to destroy it. 

The discussion of realism in Power and Interdependence was deliberately 
incomplete. We were less interested in describing the realist tradition than in 
examining some of its central assumptions and assessing its relevance for our 
analysis of the politics of interdependence. Some reviewers look us to task for, 
in K. J. Holsti's words, "attempting to apply old approaches or models to areas 
for which they were never intended,” and therefore “setting up straw men.” 
Stanley J. Michalak commented that our "straw man may well be 'parsimo¬ 
nious’ and easy to test, but it has little to do with realism.”" Liberalism as a 
traditional theory escaped mention entirely: although our analysis was clearly 
rooted in interdependence theory, which shared key assumptions with liberal¬ 
ism, we made no effort to locale ourselves with respect to the liberal tradition. 
We presented a version of regional-integration theory that avoided teleological 
arguments and took the distribution of military power, economic power, and 
the role of states fully into account. 7 If we had been more explicit about locating 
our views in relation to the traditions of realism and liberalism, we might have 
avoided some subsequent confusion. 

Interdependence generates classic problems of political strategy, since i t 
implies that the ac tions of states, a nd significant nons t atc actors, will impose 

l c-t «_ <s tj a 11 d o d C. s 
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In analyzing the polilics of interdependence, we emphasized that in 
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. " S oon!ft,( |uencos would automatically be benign in other resneol, Tltl l 
poml was n ot that int erdependence made power obsolete—far fromis^ir^r 

^&iy £l L i ? su ° nr °a f? . r j?.S!S?H!L!!S!£!’S^^^^^Ciy o53e soF as itw ie^ ^^ThiK 
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, 'TtVlb^^ As David Baldwin later observed, 

| area of -* 

I I . ll °, CHI,C0 . I I >I 01 ", co, " |,lux Interdependence,” introduced in Chapter 2 re- 
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rather than our construction of a hypothetical duo. I'or instance, Itoherl Art's 
view of interdependence theorists as claiming that a "n alion wliose economic 
interests are deeply entangled with another’s cannol u se force . . . interests 
intertwined render force unusable . . portrays some theorists in the liberal 
tradition but not us. 10 On the contrary, in Chapter I we argued that “ it must 
always be ke pt in mind ,.fu|jJ]arOMilXtJduiLuljliLary..power.doininntos eco nom ic 
no wor .. ■ vet exercising more dominant forms of powci; brin gs higher c osts. 
Thus, relative to cos t, there is no guarantee that military mean s will ho mo re; 
eircctivojhan economic ones to achieve n given purpose” (pp. 10-17). J. Mar¬ 
tin Rochester associates us with a “globalist” or “modernist” view, even 
though we declared at the beginning of Power and Interdependence that “nei¬ 
ther the modernists nor the traditionalisls have an adequate framework Tor 
understanding the politics of global interdependence" (p. 4).' 1 In contrast to 
the modernist position, we disavowed the view that complex interdependence 
is necessarily the wave of the future (pp. 220-21)). Indeed, although we began 
our research on Power and Interdependence largely to confirm the importance 
of transnational relations, as discussed in Transnational Halations and World 
Politics, our investigations produced a much more qualified judgment. 

Chapter 2 of Power and Interdependence treats all real situations in wor ld 
politics as. falling somewhere on. a continuum between the . ideal types of 
realism and coinplcx inlerdeijcnd.eircc/l'hiis our emphasis in Chapter 2 is quite 
different from tliut in Chapter 1. Instead of explaining bargaining outcomes 
structurally in terms of asymmetrical interdependence, we ask whether the 
location of a situation on the realism-complex interdependence continuum can 
help account for the political processes that we observe. The theoretical 
lineages of the two chapters arc also quite different: Chapter 2 is more in¬ 
debted to liberal theory in general, and theories of regional integration in 
particular, than Chapter 1, which relics on modified noorcalist analysis. Like 
regional-in tegratio n theory, our discussion of complex interdependence fo¬ 
cuses on JransnationalJand .(,rahsgovQrfl.mcnia| as well as ini^|ale rclaffqns, 
andj t examines how certain patterns of poli tical prricesse.sjill'ect actor behavior 
rather than employing a structural explanation to accou nt fo r action. 

The third major theme of Power and Interdependence concerns interna¬ 
tional regimes, which we define in Chapter I as “g overning ar ran gements that 
alfa* (P- 19) 'Our concept"onnlernational~ 

regimes is indebted to the work of John Ruggjc, who defined regimes in 1975 as 
"setsof mutual ex pectations, generally ag recd-to rules. rpgplaltons.and plflu-f, 
itl JtO COrt tence yrith >y;hi cl| organ izational energies and financial coniniilipgnts 
a_rejrllocated.” 1J Despite a claim made by Susan Strange, social scientists did 
not invent this concept: it has a long history in international law. 13 

Chapter 3 of Power and Interdependence elaborates our concept of interna¬ 
tional regimes and offers four roughly sketched models which purport to ac¬ 
count for changes in those regimes. One model relies on economic and lechno- 
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logical change. I wo are struclural: one uses overall power structure to predict 
' rV C *!- * “' ^ i '"j 1 — * ; * ll! other relies on the disdrniutioiiof povver winHii issLuTareiis 
I he lorn Hi is an international organization model,” in which nctwoi'b of 
iclalionships, norms, and institutions are important, independent factors 
helping to explain international regime change. 

1 he three themes of Tomer and Interdependence are to some degree dis¬ 
tinct. Interdependence can he analyzed politically without endorsing the con¬ 
cepts ol complex interdependence or international regimes; and the concept of 
mteinational regimes docs not depend for its validity on accepting complex 
interdependence as a useful simplification or reality. Yet we sought to relate 
our themes to one another. In particular, we argued that the explanatory 
|»ower ol overall structure theories of regime change would be lower under 
conditions ol complex interdependence than under realist conditions (p. lfii). 
Nevertheless, since our argument was to some extent "decomposable” into its 
parts, it should not be surprising that some parts of it fared better in the later 
scholarly discussion Ihan others. 

2. THIS RESEARCH PROGRAM OF 

POWER AND INTERDEPENDENCE: A CRITIQUE 

In Power and Interdependence, we sought to integrate realism and liberalism 
hy using a conception ol interdependence that focused on bargaining. We were 
cognizant ol lliaaad ilhaal^^ as the chief 

JEST- ll( ! 1 ; (litl regard security and rel ative positirm asThcn^I 
'iJOSl&JiyiflLcs. ironically, in view of our earlierworf onlrensnational 
relations, the result or our synthetic analysis in Power and Interdependence 
and ol subsequent work such as Kcohuno's After Hegemon,,, has been to 

rather lha|Uo articulate 

I ,I|( '»IUS discussed in .Section I, those having to do with strategic interdopen- 
cence and international regimes were both most compatible with ncorealism 
and most highly developed in Power and Interdependence and later work 
Uanp ex interdependence remained a relatively underdeveloped and under- 
valued concept. 

Interdependence and Bargaining 

In our analysis of interdependence, we emphasized that asymmetries in mili- 

^Sill^-^illliialli vbl . Iil.y. . l ; ' c iTia|il -jliU20|jtaiitJi]_\vor|dLj2^|itics: VMilitary power^i- 

ifo^c likely to be . 

|J12!l5i£B i Y£!i&UU^Ims{aaiut!LiisaaLn)ilUai^occe.’1i{p. 16). Nevertheless since 
in our view the cost ol using military force was rising, “t here is no guarantee 
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and authoritative allocations." 2 ’ 2 As in most models of stages, the causal 
processes at work were not clearly specified by Mansbacb nnd Vasques/, as 
they point out, the issue cycle is more a framework for analysis than a theory. 
Nevertheless, it goes beyond the brief observations about agenda change in 
Power and Interdependence. 

We had more to say about international organizations, partly because of our 
"international organization model,” and partly because ol our earlier work.* 3 
We viewed In ternationa l orga nizations not as sources qf definitive law butjjji 
institutionalized policy networks, within which iraj aagumuMUlubill Eollsy 
coordination and coalition building could tak c_pifl&fi. We observed that in 
oceans politics, internationarorganizalio'ns seemed to have a greater effect on 
states' agendas and influence over outcomes than on international monetary 
relations. This perspective on International organizati ons as facilitators rather 
than lawmakersjhas held up well in the intervening decade. Such organizations 
Have proliferated, and the activities of a number of them, such as the Interna¬ 
tional Monetary Fund, have expanded—but t hey have shown little tendency 
to develop genuinely supranational capabilities . Kcohanos After Hegemony 
integrates this view of internationaPorganizaliiins into a broader theory of 
international regimes. 

In the interest of parsimony, wc limited our a nalysis in Power^UUsLln- 
terdependence to the level of the international sj^Ie m;jt.w^^s^ci^iui Cj in,pjjr.. 
view, "to know how much one can explain pur el y on iheJj . a 5 isjdJn,Cq,niiatiq.i^.- 
ahoiit the lnterna tionai system" (p. viii). We admitted the importance of fac- 
tors at the domestic level buTsought first to sort out the systemic forces at 
work. 14 As a result of this dccision. jwo had to view interesls.as,fqrme djargg!y„ 
exogenously, in a wav unexplained by our theory,V rlius, domestic polit ic§_aad 
t he impact of international relations on domestic p olitics—what Peter 
Gourevitch later called "the second inuigc rdversecl"—vv^Jg]iat,etl. ls Yet 
■ changes in definitions of self-interest , by the United Slates and other countries, 
lepr npnearing In our case stud ies—both in oceans .politics and monetary 
relations—without adequate explanatio n. 

An example of this difficulty appears in Chapter 5, which describes the 
extent to which the ideal type of complex interdependence is approximated in 
the monetary and oceans issue areas and concludes that its applicability is 
greater in the latter. From a realist perspective, this cvid cncojinKkU:9g& cst 
i o> at processes of co mplex interdependence arc irrelevant to issues of great 
/imp ortan ce fo r statos^ucir a'rmc^ within Hie 

I < oceans issue area, processes ofcomplcx interdependence have been viewed by 
many observers as shrinking rather than expanding since 1977. (The United 
States’ refusal to sign the Law of the Sea Convention reinforced this percep¬ 
tion.) Yet«ichj|Jlidckdismissald^mglexj^^ 

tooji mple . The original American position in favor of narrow coastal jurisdic¬ 
tion and sharing of seabed resources had been determined by the U.S. Navy on 
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Hie basis of security interests. But the Navy’s position was defeated by trans¬ 
national and transgovernmcntal coalitions in the context of the Law of the Son 
conferences. The United States changed its priorities before it refused to sign 


(j hg treaty. For realists to say that the United States refused to sign h d^Tnf 
s^IL^jllorcst—begsj.he_critictij question of how s uch interests are defined and 
redefined , ---—- 


lH!lmuhir.ly.,serious..,effsc.ts. pn our analysis of the p olitics of complex in - 

and instruments available to 
govemn^ents. Understanding changes in com pje^^ 

. \fly state oEiectives. 


KuSSSBL 


states are not unitary^actors 




11 is not difficult to see how our acceptance for research 
purposes of the system-unit distinction weakened the prospects for a deeper 
analysis of complex interdependence. The concept was left hanging- 
intriguing to some, misunderstood by many, and incapable of being developed 


without relaxing the systemic perspective whose the oretical parsimony is s o 
highly yajucd by students of international relations? 


International Regime Change 

The alacrity with which the concept of international regimes has been ac¬ 
cepted in the international relations literature contrasts sharply with the rela¬ 
tive neglect of complex interdependence. The concept of international regimes 
has proven its value, identifying and clustering together the important phe¬ 
nomena to be explained. It has served as a label for identifying patterns of what 
John Huggle called institutionalized collective behavior’* 26 on a variety of 
subjects. And it has been extended to include the analysis of international 
security issues. 37 Indeed “regimes” seem now to be everywhere! 

Although Power and Interdependence did not introduce the concept of in¬ 
ternational regimes, it showed how the concept could be used in systematic 
empirical analysis and therefore promoted its widespread employment as a 
descriptive device to encompass clusters of rules, institutions, and practices. 
I 1 urthormore, it advanced four models of understanding regime change. Dur¬ 
ing the last ten years, a large body of literature on regimes has followed this line 
of analysis, which Huggie pioneered and which we sought to extend. Much of 
this work has tried to lest the theory of hegemonic stability—associating a 
decline in international regimes with erosion of American hegemony during 
the last quarter century. The result of this work, on balance, has been to in¬ 
crease skepticism about the validity of the hegemonic stability theory. But the 
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literature on international regimes has not been limited lo testing the theory of 
hegemonic stability: characteristics of international institutions, domestic poli¬ 
tics, and learning by elites, as well as shifts in relative power capabilities, can 
account for the nature of international regimes or for changes in them. 

| During the last decade, research on international regimes has made substan¬ 
tial progress. A wide consensus has been reached on a definition of interna¬ 
tional regimes as principles, rules, norms, and procedures around which expec¬ 
tations can converge in a given area of international relations. 28 Problems exist 
c in operationalizing this definition: in particular, when the concept of inlerna- 
tional regime is extended beyond the institutionalized results of formal in¬ 
terstate agreements, the boundaries between regime and nonregime situations 
become somewhat fuzzy. 28 Most empirical work on regimes, however, deals 
with the results of formal interstate agreements and is therefore immune to the 
charge of operational obscurity sometimes raised against the concept in 
general. 

Questions of definition and operationalization aside, much has been learned 
from this empirical work about how and why international regimes change—in 
particular, about conditions under which cooperation is facilitated, and about 
why governments seek to establish, and are willing to conform to, the rules of 
regimes. 38 Furthermore, policymakers—not only from Western countries but 
from the Soviet Union as well—have begun to think and talk about interna¬ 
tional cooperation in terms of international regimes. 31 

Nevertheless, our understanding of international regimes remains rudimen¬ 
tary. Although we have a clearer idea now than in 1977 of how and why 
international regimes change, we do not have wcll-lcstcd empirical generali¬ 
zations, much less convincing explanatory theories of this process. Nor are we 
likely to have such theories of change without better incorporation of domestic 
politics into our models. The nature of internat ional reg imes can bo e xpected to 
. affect domestic structures as well as vice vers a: the flow of influe nce is surely 
reciprocal between internati onal in stitutions and bargaining on the one hand- 
. and domestic politics on t he other .Although sociai scientists can understand 
some aspects of the operation of international regimes on the basis of stylized 
systemic theories that are indebted to microeconomics, we are unlikely, with¬ 
out close investigation of domestic politics, to understand how stales’ prefer¬ 
ences change. Yet as long as we continue to regard preferences as exogenous, 
our theories will miss many of the forces that propel changes in state strategies 
and therefore in the patterns of international interaction. 

We know too little about the effects of international regimes on state behav¬ 
ior. Indeed, students of international regimes often simply assume that regimes 
make a difference because they can alter actors’ calculations of their interests 
or change their capabilities. 32 This assertion has been elaborated but not rigor¬ 
ously tested. Power and Interdependence made some observations about how 
regimes can alter capabilities, making use of the concept of "organizationally 
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time in a given issue area, it could help to test (lie notion that regimes them- 
sclvcs h elp to promote their ow n growth. It might even yield smiuTIhsights ' 
about the question of whether international regimes help to change gov¬ 
ernments’ definitions of their own self-interests over time. 

Admittedly, work has been done on national decisions and international 
regimes (although not explicitly designed as we have suggested); this work 
indicates the relative weakness of regimes in situations involving high incen¬ 
tives to break the rules. 38 However, the fact lhalgqycrnmiml.se<mlbrm tomost 
regimes most of the time suggests that regimes do indeed perform a coordinat¬ 
ing function—but it tells us. little about their efficacy in altering incentives 
through clfeets on governments’ reputations or in other ways. We need studies 
examining a wider range of incentives before we will have a belter idea (if 
regimes’ efficacy in situations involving different amounts of stress. Little such 
work has yet been done, but the impact of pioneering research along these lines 
could be substantial. 88 

■ In studying changes in international regimes, structural theory remains 
/useful: its very simplifications highlight how self-interest can be consistent 
with the formation and maintenance of international institutions. But struc¬ 
tural theory should not be equated with systemic theory, sinc e systems incorpo¬ 
rate not o nly power s tructu re s bu t political processes, including regularized 
patterns of practice wh ich we .refer t o as institutions . Yet these processes are 
intertwined with domestic politics: once one recognizes the significance of 
these processes, it becomes clear that systemic theory alone will be insufficient 
either to explain changes in international regimes over time or to account for 
their impact on policy. Both structural theory and the broader process-oriented 
version of systemic theory that we sought to develop in Power and Interdepen¬ 
dence are therefore inadequate by themselves. What researchers must now do 
is to link a process-oriented version of systemic theory closely with an analysis 
of domestic politics without suffering the loss of theoretical coherence that 
advocates of systemic theory have always feared. 

3. LIMITATIONS OF STRUCTURAL THEORY: 

SYSTEMIC POLITICAL PROCESSES 

Although we acknowledged the importance of domestic politics, in Power and 
Interdependence we assumed that we could learn a good deal about world 
politics by having more subtle and sophisticated understanding of the interna¬ 
tional system. We argued that systems have two dimensio ns: st r ucture nnd_ 
process. We used the term "structure” in the n eorealist sense to refer princi- 
j pally to the distribution of capabiliti es among units. 87 "Process!! refers .to pat¬ 
terns of interaction—the ways in which th e units relate to each o ther. To use 
the metaphor of a poker game, the structure refers to the piayers’ cards and 
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in form'd'on ■ / 1 '° l> " ,C0SS l dcl ' S 10 the rcl «l>onships among the formal rules 
nlo.mal customs or conventions, and the patterns of interaction among be 
layei-s. Van aliens in the ability of the players to calculate odds“ ef o 
M. engtl, ol opponents hands, or bluff are at the unit, or actor, level 

1 lie processes tl.al lake place in « system are affected by its structure and by 
l c. characteristics ol the most important units in the system. The preferences 
he slates pi edispose them toward certain strategies; the structure of the 

preforenee^ ,,,,d < -'°' ,Sln,ints - «o«b information about 

wc 1 fls about structure to account for. statc.aclion For example 
it is not enough to know the geopolitical structure that surrounded Germany in’ 
r fl ’ IBK "'I “'*» "°«l* l<* know whether German strategics we," 

he Lon.xei vulive ones ol Bismarck, the poorly conceived ones or the Kaiser or 
crcvohilio , n,,v ones of Hitler. Yet even if we understand both staS ZeC 

state I l' Sy "V UCU "' C ’ WC W,M " flcl11,0 unablc t0 ^count adequately for 
. ate behnvioi unless we understand other attributes of the system such as the 

• mracter ol international and transnational interactions and the nature of 
nternaional institutions. 88 Examining these systemic processes leadsle in 
vcsl,gator to look more carefully at the interactions between system and unit ' 

bv ,l tlu‘t 0ri st|C S ~i r o r ^mP 1 ®’ ,0 oxaminohow actors’ preference are affected " 
by he.constiamls and opportunities in their environments (and vice versa 

eon I ?? "" sy f cn,ic P««esses directs our attention to the reciprocal 
tonnee ions between domestic politics and international structure-and the 
transmission bells between them. 

lh!n?n!u^T' iS d ? ul 0 , fvarii " lcc in international political behavior 

■ • xp amed by the distribution of power among states. Ncorealists do 

ot deny this but assign all other determinants to the unit level. 88 This re- 

o ,af; 10 7 VCr ’ I* " 0l Sali f aCl , 0ry ' ,r “° lors sucb as tb « intensity of interna¬ 
tional inlci dependence or the degree of institutionalization of international 
1 ules do not vary from one slate to another on the basis of their internal charac- 

mdlv or whed ,C ,| 0g 7 e l ° Wl,ich ? on, °cratlc procedures are followed inter- 
Thcs’ it '(•' ’ C c omcstlc Pehtical economy is capitalist or socialist) 
ihesc are therefore not unit-level factors according to Waltz’s earlier defini¬ 
tion. Furthermore, making the unit level the dumping ground for all unex¬ 
plained variance is an impediment to the development of theory. Not only does 

c no'ff Ca 7 7 ' aSk ° f am,lysis b - v confusing unit-level factors (such as domes- 
tic pohlical and economic arrangements) with international-level factors- it 
? 1C 7 S °" 1C neorealist analysts to forego the opportunity to theorize at , 
systemic level about nonstructural determinants of state behavior 
.•„77^---^^7^^^ s ^ cfll i a ^ as k<>rsjdrecting state strategies can he placed 
■nto.two genmjil_c^gpri.esj_l)noiistructurainn ce ntivesTo7shU(ri)offu!7if :_ aTi71 
.^eiibihty o slates to communicate 

p esent opportunities and alter calculatibiis oTirnffShal interest by affecting 
expected ratios between benefit and costs or risks, without affecting the distri 
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bution of power among actors. For instance, increases in the destructiveness of / 
weaponry may produce incentives for slates not to engage in warfare, even if ( 
the distribution of military power resources between them is not altered by I 
these technological advances. Or reductions in transportation costs may in- ' 
crease trade benefits and therefore encourage policies of greater economic 
openness, without altering either the relative bargaining power of the actors or 
the differences among them at the unit level. 

i j The ability to communicate and cooperate can provide opportunities for the 
^definition of interests and for the pursuit of strategies that would not be 
feasible if the only information available to states were about other slates’ 
preferences and available power resources. Just as allowing players in Prison¬ 
ers’ Dilemma to communicate with one another alters the nature of the game, 
so also institutions that increase the capability of states to communicate and to 
reach mutually beneficial agreements can add to the common grammar of 
statecraft and thus alter the results. 40 To return to our poker metaphor, the size 
of the pile of chips in front of each player matters, but so does whether they 
agree on the nature and the rules of the game. 

Liberals have traditionally emphasized these two aspects of systemic 
, process—nonstructural incentives and variations in the capacity to communi- 
1 cate and cooperate. For example, liberal theorists have stressed (with different 
degrees of sophistication) the ways in which gains from trade and economic 
incentives may alter states’ bohavior. Similarly, libcrul theorists often stress the 
effects of increased transnational (and transgovcrnmcntal) contacts on atti¬ 
tudes and communication. And, of course, the role of institutions and norms 
has always been a preeminent part of liberal theory. All these themes were 
prominent in integration theory between the late 1950s and early 1970s. They 
are necessary components of a systemic conception of international relations, 
lest "system” should become equated with only one of its aspects, system 
structure—a mistake Waltz makes. 

This is not to say that liberals have a monopoly on thinking about systemic 
processes.JTechnfllQgical-cbangesriorJnstance,. are. cen t ral to.realixL.though t 
_even when they do not alter the distribution of powe r. Nor do we argueThat alf~ 
factors emphasized by liberal theory belong at the systemic level. But we do 
contend that adding the process level to the concept of structure in defining 
international systems enriches our ability to theorize. This emphasis on process 
as well as (rather than instead of) structure moves us toward a synthesis of, 
rather than a radical disjunction between, realism and liberalism. Neorealisni 
is appropriate at the structural level of systemic theory; liberalism is most 
fruitful at the,process level. We aspire to combine them into a system-level 
theory that incorporates process as well as structure. 

This approach toward a synthesis of neorealist and liberal theories does raise 
a danger of tautological reasoning. If dependent variables are vaguely defined 
as how nations behave” and the system-level process is how they behave, the 
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Liu to logy involved m explaining" behavior by reference to process is evident 
O gumd against ll.. S .^jr a2 pn t l c ul . i V , t l cfaa> lc s> m | | ! , t _ | Jiai ri ^ fined CB rqful| 

.«>U?ccifia.be!pyj.o^In addition, a clearly delineated typology of the causal' 
elements involved at the process level-in terms of factors altering nonstruc 
lu.al incentives and allccling the ability to communicate and cooperate—is 
also needed. 1 echnological change, economic interdependence, and issue 
easily me among the forces allccling nonstructural incentives. 41 The charac- 
ter,st,c.s^ , l international rules, norms, and instilutions-'mternalional re¬ 
gimes me crucial in allccling ability to communicate and cooperate. Finally 
the causal processes that connect forces affecting incentives and ability to coop-1 
crate and communicate on the one hand, and behavior on the other, have to be J 
li.u ctl. we cannot be satisfied with correlation alone. 44 * 

Any system-level analysis will necessarily be incomplete. As we have em¬ 
phasized, to understand systemic processes such as those of complex in- 
ei dependence, we need to know how domestic politics affects patterns of 
erdepcndcncc and regime formation, This entails a reciprocal comprehen- 

;; ,O ,M ^' 0n r niiC ' , . ,h3ril ; ! P cnt!e '> c ° micl ins,itutio »s such as international 
cgmu.s all cot domestic politics. Both structural theory and the broader 

* UniT ”/, VOI ' Sion ol sy ' s , lumic thuo ‘y ‘bat we sought to develop in Power 
end Interdependence are inadequate by themselves. 

^.Considerate,- instunccjjm ability of stjitcs.ta ^gmmunicate and cooperate. 
Although this depends, in part, on whether they^ree on rules governing their 
interactions, it is also allccled by the goals that states pursue; these goals arejn 
ui n, allccled by domestic politics. The classic distinction between status quo 
mid revolutionary goals is relevant to understanding the ability to cooperate 40 
When deciding whether a stable or turbulent pattern of behavior exists we 
must look at the ways in which states’ formulation of their goals afTects the 
process of the system. Changes in goals may arise from the domestic processes 
of a single state-witness the effects of the French Revolution on the classical 
eighteenih-century balance of power. Changes in goals may also arise from 
liansnalional processes that affect the domestic-politics and foreign-policy 
goals oi a number of stales simultaneously—witness the effects of the spread of 
democratization and nationalism on the nineteenth-century balance of power 
" S . ay lat t !’° mnc j- ccn tb-cenlury European system remained multipolar in 
its stiuctme is true il structure is defined in a strict manner, but the inability 
of this concept to account for change illustrates the necessity of adding process 

" "T *• “» —<# *1- . f J. „„ ft. " “ “ 

Drocess flinioncirin rtf .. i~.. .-I .. . ^ 


process dimension of communication and cooperation enriches research pro- 
dianges dlrCCt “ 1g aUention lo interactions between system- and unit-level 

vice vers.iX C , Cnl ^ ”*** '*“* g ° a ‘ S atfect Systemic Presses (and 
vice versa) lets us look anew at questions of perception and learning. While 

icse me not new issues, they have had an ambiguous theoretical status as 
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notable exceptions to realist arguments. Adopting a richer conception of sys¬ 
tem, involving both ,structure and process, brings pcreqpjions and learning 
closer to the theoretical heart of the discipline, and suggests the importance of 
sharpening our understanding of how political organizations ‘‘learn.'’ 


4. PERCEPTIONS AND LEARNING" 


State choices reflect elites’ perceptions of interests, which may change in 
, several ways. The most obvious is political change. An election, coup, or gener¬ 
ational evolution can lead to a replacement of leaders and thus bring in quite 
dilTcrent viewpoints about national interest. The change in "national interest” 
may not reflect new affective or cognitive views in the society at large. Rather 
the leadership change may reflect domestic issues or other factors unrelated to 
foreign policy. 

Interests may also be redefined t hrough normative change. Practices or in- 
terests that are accepted in one period become downgraded or even illegiti¬ 
mate in a later period because of normative evolution. Changed views of 
slavery or colonialism are examples. 

National interest ma y also chang e through learning. In its most basic sense, 
to learn is to alter one’s beliefs as ’a’reSulnjrnew information—to develop 
knowledge or skill by study or experience. This is a spare definition and docs 
not imply that the new beliefs lead to more effective policies, much less to 
morally superior ones. The advantage of this definition is that learning can be 
identified without having to analyze whether a given set of changes in beliefs 
led to “more effective” policies, whatever that would mean. 

Yet this is not the only possible definition of "learning.” Indeed, lea r ning is a 
s lippery concept because it has many me anings. Confusion may derive from 
the notion that "learning' 1 implies improving tho moral qunllly of one’s behav¬ 
ior. But in ordinary usage, people can "learn” to do evil as well as good: to 
devise blitzkrieg strategies, to build and employ offensive nuclear weapons, to 
commit genocide. Social scientists who discuss learning need not identify it 
with morally improved action. 

A more serious confusion arises because, in social science, a broad definition 
of learning coexists uneasily with the spare definition we have offered. In its 
broader usage, learning carries the connotation of an increased ability to cope 
effectively with one’s environment. It is marked by a shift from overly simple 
generalizations to "complex, integrated understandings grounded in realistic 
attention to detail.” 48 Ernst B. {y.as, who has been the leader in advocating the 
importance of learning for theories of international relations, sees learning 
occurring internationally when states “become aware of their enmeshment in 
a situation of strategic i n terdepe n dence.” 4 1 VVhen learning occurs,'"new - 
knowledge is used to redefine the content of the national interest. Awareness 
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of newly understood causes of unwanted effects usually rcsulls in the adoption 
ol ( illcienl, and more olleolivo, means to attain one’s ends.” 4 '' 

II we define learning to include more effective attainment of one’s ends, new 
dill.cullies for research arise. In a complex realm such as international politics 
we may not be able to determine, even some time after the event, whether 
such learning took place. Misread "lessons of history” and inappropriate 
analogies have ol ten caused leaders to fail to attuin their goals. 48 Did the lesson 

I limy S. I run,an learned from the experience of Munich—that aggression had 

to be slopped regardless of where it took place—make him more or less able to 
make wise decisions when North Korea attacked South Korea in June, 1950? 
Did he lessons American policymakers learned during the Korean War about 
he dangers ol (.Innose intervention make them more effective decision makers 
w ien American military forces were sent to Vietnam in the mid-1960s? When 
erilics o arms control in the 1970s learned that the Soviets would not simply 
i in i la to United States strategic force structure, did they become more or less 
uhlo to protect American security and world peace during the Reagan adminis- 
tia ion? In each casojwl io l s were altered as a result of experience, and policy - 
jnake^sjiiccamc mcreusinglTTware ot tho networks of strategic interdenem 
cn^w ^lwidi'WliollioFwluaEleTuiow^^irftnrslrii rMnrr - 

acquw e < ^ ^nig_thmn _to act more effectively, remains a matter of” 
controversy. ~— - 

in conducting research on learning in International relations, we must spec- 
i y which definition of learning we arc using. We believe that it clarifies 
thinking to begin with the spare definition—alteration of beliefs through new 
intern,alien—since learning, thus defined, can be identified relatively easily. 
As Iiaas suggests, one form ofsucli learning is increasing awareness of strategic 
interdependence. I’lio question of under what conditions such learning leads to 
more elleclivc goal attainment then becomes an empirical and theoretical 
question, as il should ho, rather limn a definitional one. 

When we analyze governmental learning, wo have to consider complexities 
o organizational, political, and psychological processes. Policy-relevant 
learning ,s an organizational as well as a psychological phenomenon. Shifts in 
social structure anil political power determine whose learning matters Fur- 
tlicrnloro,org anizations must have an institutional memory and sn cisUnii,,,, 
ELPiiPf BUiSSJl lessonsjearne d by onS^Iiorl are to hoa ssteTilnierl h y ^ 

critical question lor research, is. how different sets of elites perceive and rede- 
Imc the constraints and opportunities of the international system and the ap¬ 
propriate goal. n„« means of slates. Why did Otto von Bismarck, Kaiser Wil- 
helm, “"d At olf i ,tler define such different interests and opportunities for 
Get many? Why did Presidents Wilson and Coolidgo define American interests 
m huiope so dillcrently—and why was Franklin D. Roosevelt’s view on this 
issue so diflcrenl in 1910, or even 1936, than it was in 1933? To what extent are 
mleiesls redefined because of systemic or domestic changes? How much are 
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interests redefined because leaders and llieir supporting coalitions change, or 
because the views of people who remain in power change? And if the latter, to 
what extent do the transnational contacts and coalitions stressed in liberal 
theories contribute to the learning that we observe? 

A key question for future research concerns the impact of internation al polit¬ 
ica l pro cesses on learning. S ome learn ing is incremental and conti nuous. 
Increm ental learning occ u rs when bureaucracies or elites conic io bciievcduLt-- 

certain approaches wor k better than others for their purposes. Inte rnatio nal_ 

regim eS-P jobablv play a significant r ole in incremental learning because in such 
settings t hey can I) chan g e sta nd ard o perating procedures for national bu- 
reau cracies; 2) present new coalition opportunities for suhnationnl actors and 
improved access'Toflbir d pa'Ftic s; 3.)_.cjiangc the altitudes of participants 
through con tac ts_ within institutions; 4) provide information about compliance^" 
with rules, w hich facilit ates learning about others' behavior; and 5) help to 
delink one issue from.others, thus facilitating learning within specialized., 
groups of negotiators. Some learning, by contrast, results from large discontin¬ 
uous events or crises such as Munich, the Great Depression, or the invasion of 
Afghanistan. Even crisis-induced learning may be facilitated by institutions; 
these institutions may include international regimes, domestic political parlies, 
or bureaucracies. Contact facilitated by international regimes—among gov¬ 
ernments, and between governments and international secretariats—may 
help spread a common interpretation of large events. Whether learning is 
incremental or discontinuous, therefore, regimes may play a role by creating, 
altering, or reinforcing institutional memories. The principles and norms of 
regimes may be internalized by important groups and thus become part of the 
belief systems which filler information; and regimes themselves provide infor¬ 
mation that alters the way key participants in the stale see cause-and-eiTect 
relationships. 

Cooperation can occur without regimes or even overt negotiation. Axelrod 
has shown that it can evolve as actors define their self-interests and choose new 
strategies in response to others’ strategics of reciprocity.'' 1 ’ Furthermore, there 
is no assurance that rules and institutions will promote learning or that, if they 
do promote learning in one part of a relationship, the learning will spill over 
beneficially into other areas. But looking at international politics in terms of 
regimes does suggest fruitful avenues of exploration and important questions 
that are not always captured by the usual approaches. Why has learning been 
faster in some areas and slower in others? When has learning led to the devel¬ 
opment of institutions, such as international regimes, and when has it not? 
What difference do such institutions make? To what extent are domestic fac¬ 
tors facilitating or impeding learning affected by international regimes? Can 
societies take advantage of crises to create new regimes at crucial moments, 
thus institutionalizing learning? 51 We do not know the answers to these 
questions—but the answers matter. 


CONCLUSION 


I he research program suggested by Power and Interdependence has been in 
oui view, a Iruillul one. Although we as well as others have occasionally been 
guilty of exaggeration, stereotyping of opposing views, and vagueness about 
some ol our own theories or evidence, the program we helped to develop has 
stimulated useful further research. U is now convent ional to nnnlwe in. 

as a political, as well as an economic, phenomenon and in 

examine patterns ui'.mlerdep* 

g ‘4- ,lg ,m «Juikag.auscd by.pphlic al scientists have becom e more sophisticated 

H,1 lmore sensitive to.coiitcx^lj'arjatfp flgand'thel fmiti^lungfbilitvofnownr 

jesi^IiTi'i-. ' ho concept ol international regimes has fostered research on tiieT 
evolution of rules and institutions in world politics, and, to some extent, on the 
impact of such rules and institutions on slate behavior. There is a widespread I 
(although not universal) view among scholars that structural realism or 
ncoreahsm narrowly Interpreted, is inadequate as an explanatory framework 
lor contemporary world politics. 

Yet there have been failures as well as successes in this research program. It 

iJSKiBJSSjnd in state nolicies 
.-having a dicqry ol leaning; yet the very concept of leard^Te^I^d^^ 

'2SC, no 

politics,;, in the,more, less I,as been done with the liberal than the realist half 
ol our attempted synthesis. We have only partially incorporated the liberal 
emphasis on institutions interdependence, and regularized transnational con- 
t.icls mlo a sophisticated, systematic analysis of process and structure in world 
politics, ho concept «r complex interdependence has been bypassed or misin- 
' pi dec ; m particular, we have paid loo little attention to how a combination 
or domestic and international processes shapes preference. The need for more 
attention to domestic politics, and its links to international politics, leads us to 
believe that research at the systemic level alone may have reached a point of 
diminishing returns. 1 

o,moH nC v 10 'IT 0 """' 0 n0W 11,0 lntul l ,lil y between the constraints and 
oppoiluml.es of the international system, including both its structure and its 
process, and the perceptions of interests held by influential actors within states 
We need to examine how conceptions of self-interest change, as a result of 
evolying international institutions, individual or group learning, or domestic I 
pohlicdl change. I Ins cllorl will require dynamic analysis, buttressed by dc- > 

between'Hip C | ITT- ’l ” 'i' "'f' lhe furlller blurri "g of boundaries 
belw een the fields of international relations and comparative politics. For 

“ P " Cl,al,CnKC ’ thC 1,0X1 deCade C0U ' d bc “me 







Two Cheers for 
Multilateralism* 


In a unique moment of history after World War IL, the United States found 
itself with an unprecedented power to create rules and organizations— 
international regimes—that laid down a global framework for international 
relations while protecting American economic and security interests. Largely 
because of U.S. enthusiasm, such international regimes as the United Nations, 
the International Monetary Fund (IMF), the World Hank, and the General 
Agreement on Tariffs and Trade (GATT) were horn. Amid this burst of institu¬ 
tional creativity, publicists spoke of entering ‘‘the American Century.” 

The national mood has shifted. International organizations now seem to 
some like the sorcerer’s apprentice—out of control. Jeanc Kirkpatrick, then 
U.S. permanent representative to the United Nations, voiced this view in the 
January-February 1983 issue of Regulation magazine: 

U.N. agencies ... are the scene of a struggle that we seem doomed to lose. Regulation is 
the instrument for the redistribution of what is called the world's wealth. The interna¬ 
tional bureaucracy functions as the "new class” to which power is to he transferred. 
Global socialism is the expected and, from the point of view of many, tire desired result. 

The United States has been sharply criticized in the United Nations and has 
responded in kind. It has withdrawn from the U.N. Educational, Scientific and 

•Robert 0. Keohanc and Joseph S. Nyc, "Two Cheers for Multilateralism.” Reprinted with 
permission from Foreign Policy 00 (Fall 1985). Copyright 19H!5 by the Cnrncgie ICndowmcnl for 
International Peace. 
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Cultural Organization (UNESCO) and has considered quitting the Food and 
Agriculture Organization (FAO) and the U.N. Conference on Trade and De¬ 
velopment. Global unilateralists” celebrate the U.S. ability to pursue policies 
on its own, outside ofinternational organizations and unhampered by demands 
or complaints from abroad. 

For the Hcagan udmim'slrulion in 1981, the United Slates was accepting too 
much governmental intervention disguised as international policy coordi¬ 
nation. It viewed interest- and exchange-rate regulation as the job of the mar¬ 
ket and Hie IMF as a self-aggrandizing international bureaucracy. Increasing 
energy production at home was considered more important than strengthening 
the International Energy Agency (IEA) and its procedures.for international 
policy coordmalion. Halting the proliferation of nuclear weapons, candidate 
Ronald Reagan once contended, was not "any of our business." An imperfect 
draft Law of the Sea Treaty could be safely abandoned. The administration's 
solution was not a more vigorous effort at multilateral cooperation, but a re¬ 
covery or lost military strength and U.S. assertiveness. 

‘‘Standing up for America” in international institutions is popular domestic 
politics and also, in some situations, correct policy. Senator Daniel Moynihan 
D.-New Wk) rightly argued when he was U.S. permanent representative to 
the U.N a decade ago that, unless answered, rhetoric in the General Assembly 
gradually would shape the agenda of world politics. Withdrawal may be the 
only way to nudge errant organizations like UNESCO on to a more pragmatic 
course. 1 et the United Stales faces a problem: Neither toughness nor unilater¬ 
alism alone can deal effectively with complex problems that require internu- 
lonal cooperation, often in the form of international organization, for their 
solution. 

Indeed, more interesting than the Reagan administration’s initial resistance 
to mlcrnalional policy coordination and institution building was its return to 
more traditional policies in the face of reality. A world in which Mexico or 
Riaz.l might default on massive debts to U.S. banks proved too risky to Amer¬ 
ica s financial lieallh. Keeping the world safe for capitalism turned out to re¬ 
quire the intervention of an important international organization called the 
IMI-, whose resources the administration, in a shift of policy, tried to persuade 
Congress to increase. Likewise, in another shift of policy, the administration, as 
it thought through the implications for U.S. security of a spread of nuclear 
weapons, moved to maintain the nonproliferation regime created by earlier 
administrations. When the Iran-Iraq war raised the prospect that the Persian 
u might be closed, administration planners looked more sympathetically at 
the emergency coordination role of the IEA. 

1 he Reagan administrations grudging acpeptance of modest interna¬ 
tionalism illustrates the impossibility of any return to unilateralism as the 
guiding principle of U.S. foreign policy. Even officials who expect little from 
international institutions discover their value in achieving American purposes. 
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Self-interest in an interdependent world, rather than a desire lo improve the 
world or an ideology of collectivism, accounts for this change of heart. Unilater¬ 
alism may lead to occasional foreign-policy triumphs, hut it is an inadequate 
answer to a host of problems that cannot be addressed except through interna¬ 
tional cooperation. 

Unfortunately, acceptance of this point docs not advance U.S. foreign policy 
very far. For the key issue is not belated reliance on the regimes and institu¬ 
tions that exist, but future improvement of those regimes and institutions so 
that the national interests of participating stales will he heller served. Accept¬ 
ance by the Reagan administration of the value of international institutions 
remains tainted by its fears of the collectivistic and shared-wealth doctrines 
that emanate from international meetings. These fears prevent the administra¬ 
tion from thinking strategically about international regimes. Strategic thinking 
means focusing on a key question that is rarely addressed in current policy 
debates: What patterns of international cooperation should the United Stales 
wish lo establish in a fragmented, heterogeneous world? 

Because foreign policy by nature involves responding llexihly lo unexpected 
and contradictory events, it benefits little from detailed blueprints for action in 
the distant future. Yet without a strategic view, tactics cannot bo placed in 
perspective: Flexible responses to contradictory events will run an administra¬ 
tion around in circles. One clement of a long-term strategy is contingency 
planning so that tactical opportunities can be seized. Long-range planning that 
bars innovative responses to new events becomes a destructive exercise, but a 
purely tactical approach that ignores the impact of policy choices on the struc¬ 
ture and institutions of world politics may waste significant opportunities to 
alter the framework within which the United Stales can cooperate with other 
countries. 


THE NEED FOR REGIMES 

lolear thinking about the roles of international institutions is possible only if 
|Americans accept that so long as they live in a world of sovereign stales, inter¬ 
national governance will not look much like domestic governance. Even 
viewed over a 40-year period, despite the fears of conservatives, U.N. mem¬ 
bers are not advancing slowly toward world government. Nor should interna¬ 
tional governance be equated with the various institutions of the United Na¬ 
tions, in which some see only virtues and others only flaws. The U.N. system is 
only part of the complex set of rules and institutions that affects how slates 
manage their interdependent relationships. International regimes —-the rules 
and procedures that define the limits of acceptable behavior on Wrigus'" 
is sues ext gnd far jje y6hd~the scope of the Uni ted Nations. Regimes often 


include formal organizations, but are not limited to them. Regimes arc institu¬ 
tions ma broader sense: recognized patterns of practice that define the rules of 
Inc game. 

Like the famous olmraetcr from Moline’s comedy Le Bourgeois Gent.il- 
homme who did not realize that he spoke prose, the public is often unaware 
that governments exist in a world of international regimes. Regimes vary 
gieally In their scope and membership. They deal with subjects ranging from 
debt and exchange rates to whaling and the status of Antarctica; from the 
spread of trade barriers to the spread of nuclear weapons. Some are open to all 
stales; others are regional. Many are limited to countries similar in capabilities 
or interests. Not one, however, can impose its will on members, although gov¬ 
ernments wishing to receive the benefits of some regimes must accept re¬ 
straints on their domestic or international behavior. In short, regimes facilitate 
the cooperative pursuit of governments’ objectives. They do not substitute 
abstract, common interests for national interests. 

Small stales often welcome international regimes as barriers to arbitrary 
abuse or power by the strong. But regimes can be equally valuable to great 

.CT'if" 0 ? " S 1 ’r U,li M d Slat , eS ' thal Wa,U to create> but are una hlc to 
UicUlc, Ihc Icrms or a stable world environment. 

In recent decades, for example, regimes have served U.S. interests by 
helping lo inhibit the spread of nuclear weapons, to limit trade protectionism 
and lo organize the rescheduling of loans to loss-developed countries (LDCs)! 
it m bl(,n ‘ Prohfc:l '“ llon Treaty (NPT), opened for signature in 1968, and the 
U.N. International Atomic Energy Agency (IAEA), created in 1957, are not the 
only reasons that nuclear weapons have spread so slowly-^to less than one- 
thud the number of countries predicted by President John Kennedy in 1903, 
et he existence of an international regime discouraging proliferation has 
gieally aided American policy in this area and has made the world a safer 
place. During the last decade, GATT has not kept liberalism in trade from 
weakening under the pressures or economic distress and rapid changes in com¬ 
parative advantage. But reflections on what happened in the 1920s and 1930s 
suggest that without this essentially liberal regime, trade protectionism might 
well he spiraling out or control. And the fact that the recent debt crisis of LDCs 
ms not turned into a world financial crash is due largely to elaborate inlerna- 
l.onal, transnational, and inlranational arrangements permitting the rcsched- 
ulmg or debts and providing incentives for banks to continue to make loans to 

Not all regimes, or course, contribute so effectively to the management of 
collective problems. Some regimes enjoy less consensus than others. But those 
ut work well characteristically perform at least four valuable functions 

, .TC'C**: governments will contribute 

a collective objective only if others do the same. Further, other slates find it 
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harder to evade their obligations when a great power can point to clear rules 
\ and procedures. Regimes establish standards that can lie applied to all stales, 

I large or small. 

^conrLj^gimefr^i^vid&J nformatlon to governments. Shared information, 
particularly on issues that easily cross national boundaries—such us controlling 
the spread of communicable diseases, allocating telecommunications frequon 
cies, and limiting pollution of the atmosphere and the oceans—is essential for 
effective action. I nformation encou ra ges co operation. on other issues by gov¬ 
ernments that might otherwise act unilaterally. And where information reveals 
substantial shared interests, important agreements may result. International 
regimes make government policies appear more predictable, and therefore 
more reliable. Thus the IEA, by monitoring international oil slocks and plan¬ 
ning for emergencies, may reduce competitive panic buying by governments 
and firms. Although unsuccessful in this tusk in 1979, it may well have pluyed a 
positive role in 1980. 1 Regimes also may provide information indirectly—for 
example, by giving government officials access, through negotiations and per¬ 
sonal contacts, to each other's policymaking processes, i’olicymakers involved 
in debt negotiations, then, know not only each other’s policies, but also each 
other: Through this personal contact, they can anticipate more confidently 
their partners' reactions to hypothetical future events. 

-Th ird, regimes help great pow ers keep m ultiple and varied interest s fro m 
getting in each other s diplom atic ways . As interdependence tics issues to- 
gether, countries become more likely tolrlp over their own feet. The United 
States discovered more than 50 years ago that reciprocal trade agreements 
with one country could harm trade with many others; it was becoming impossi¬ 
ble to deal effectively with each issue except in a framework of rules (institu¬ 
tionalized in unconditional most-favored-nation treatment) within which par¬ 
ticular negotiations could be carried on. Likewise, in 1945 the United Stales 
unilaterally proclaimed its decision to exercise jurisdiction over fishing and 
offshore oil activities near U.S. coasts; an escalating series of contradictory 
demands by other countries for control of a wide variety of ocean resources was 
the result. Well-designed regimes introduce some order into such situations by 
clustering issues under sets of rules. 

F ina l ly ,. i n te rnational regimes intro duce into U.S. lorcign policy greater dis-_ 

Cipline, a qual ity most critics believe it need s in greater measure. Thus, inter¬ 
national rules help reinforce continuity when administrations change. And 
they set limits on constituency pressures in Congress. For example, domestic 
vintners recently sought to exclude European wines. U.S. wheat farmers, wor¬ 
ried about retaliation, were able to defeat this move and buttressed their posi¬ 
tion by referring to the rules of GATT. 

I In short, regimes usually are in America’s interest because the United States 
is the world's foremost commercial and political power. If many regimes did 
not already exist, the United States would certainly want to invent them, as it 
did. 


UNREALISTIC VISIONS 
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Do Nol Try l<> Recapture llic Past 

isczfSS? 

dX,“ an ''uulom'vUe maioru' 1 ”■ “ ifi that the United States 

the period before the entry of Romany Thi^w" CV6n during 

power that has taken I V , W ? rld states ’ Thc diffusion of 
even more unwieldy than before umHf ^ p” 8 *** arge ' c ° n ^ crence diplomacy 

more than a decade of effort, demonstrates Conference, after 

Ask Whether the World Really Needs It 

■StSBIfssir 

example, arrangements for delivery of letters, the location of shipping laSes, or" 
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specification of which languages will be used in interna I ioiia! ail trulhc eouli ol. 
No one, after all, has an interest in sending mail to the wrong place, inviting 
collisions by using the wrong shipping lanes, or suddenly switching to L'rench 
while landing in Chicago. 

The more significant regimes, however, concern subject areas where each 
government would prefer that everyone cooperate except itself. For instance, 
when a country default seems likely, the common interest calls lor a collective 
effort to save the system. Nevertheless, it is in the interest of each bank to cease 
lending or even to close out its loans to questionable borrowers. If each bank 
acts in this way, default is inevitable and the system will surely collapse. A 
cooperative regime governing bank lending is therefore desirable to the banks 
themselves. Likewise, international arrangements for the security of energy 
consumers may, as mentioned earlier, reduce incentives for countries to bid 
against one another for oil during a shortage. Regimes for debt and oil resemble 
the stoplights needed at busy intersections: Without rules, pursuit of self- 
,interest by each leads to disaster for all. 

To incorporate explicit provisions for monitoring and enforcing rules, re¬ 
gimes that are not self-enforcing usually require international organizations. 
Such organizations, however, do not have the capability themselves to enforce 
ru ] es —this must be done by governments—but rather only to exercise surveil¬ 
lance to identify deviations from previous agreements ami to engage in plan¬ 
ning so that governments will be better prepared to cope with future emergen¬ 
cies. Often the most effective international organizations are surprisingly 
small. In 1980 the IMF had a staff of only 1,530 persons and GATT employed 
only 255 individuals. 2 Yet the IMF and GATT arguably accomplish more than 
certain other international organizations with more than twice the number of 
personnel, such as the International Labor Organization, the FAO, and 
UNESCO. And they compare favorably with a number of national bureaucra¬ 
cies as well. 

The key qu estion is how we ll an international organization and the regime of 
winch if isTTpart s tructure incentives for governments. A sophisticated strate¬ 
gic approach to international regimes does not assume that international bu¬ 
reaucracies must be large or directive. On the contrary, sometimes an interna¬ 
tional organization can be most effective by seeking to provide incentives for 
governments to rely more on markets than on national bureaucratic manage¬ 
ment. The GATT trade regime, for example, expands the scope of market 
forces by restricting unilateral protectionism by governments. The IMF 
stresses the role of market discipline in countries that borrow heavily from it; in 
the 1970s it shifted from trying to help manage fixed exchange rates to a loosely 
defined role in a market-oriented system of flexible rates. International organi¬ 
zations are worthwhile only if they can facilitate bargaining among member 
states that leads to mutually beneficial cooperation. They arc not desirable for 
their own sake. 


Build on Shared InlcrcsLs 

1 o flourish, regimes must enhance the goals of governments. On many ismec 
g overnmcnl s_n].ay_regar d their interests as so divergent that no worldwide 
_!iSj^Sm.piU.Tin.p_oss.ibly .bo.rcachccL Under these conditions, efforts to negoti¬ 
ate regimes arc likely to lead eventually to painful choices between poor 
agreements and negotiation failure. Deliberations on a new international eco¬ 
nomic order foundered on the heterogeneity of interests in the world—not only 
between rich countries and poor countries, but within each of those groupings. 

1 he collapse of various global negotiations, however, does not mean that the 
era of new regimes has closed. During the last decade a number of new institu¬ 
tions and sets of rules affecting relations among the advanced industrialized 
countries have emerged. Examples include agreements on export credits nego¬ 
tiated during the late 1970s, various codes agreed upon during the Tokyo 
Round of trade negotiations, and adaptations in the nuclear proliferation re¬ 
gime in the mid-1970s to establish supplier guidelines for safer nuclear 
commerce. 

These regimes and others, such as the IEA, have two key features. All these 
jogmi£S_\yCj:adcsigned to resolve common, prob lems in which the uncontrolled 
. P ur ^uH pfJn(hyj(lLial.s;clf-iiitcxcMj^_ soi]ie governments could adversely affect 
The national Interest of al l the rost. All these regimes were formed not on" a 
universal basis, but selectively. Tile export-credit and nuclear-suppliers 
clubs, for example, include only countries that are major suppliers of credit 
or nuclear material; the IEA deliberately excluded nonmembers of the Organi¬ 
zation for Economic Gooperation and Development. 

When establishing smaller clubs, those participating must consider their 
effect on the larger regime. Nuclear suppliers, for example, were concerned 
that foi mation of their group would exacerbate resentment among other ad- 
lei cuts to the nonproliferation regime. Yet sensitivity to issues of exclusion can 
help resolve these problems. Once they had agreed on export guidelines in 
1978, members or the nuclear suppliers group emphasized quiet, bilateral 
diplomacy m order to maintain broad commitment to the nonproliferation 
regime. 

If a relatively small number of governments have shared interests in a given 
issue greater than their differences, it can make sense to limit membership, or 
at least decision-making power, to those countries. Sometimes, meaningful 
agreements can be reached only by excluding naysayers. Every effort should be 
made, however, as in the GATT code, to allow for the eventual universali¬ 
zation of the regimes. Further, particular attention should be paid to the long¬ 
term interests of developing countries, so that a legitimate desire to make 
progress on specific issues does not turn into a general pattern of discriminating 
against the weak. 6 

A crazy quilt of international regimes is likely to arise, each with somewhat 


4 
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different membership. Better some roughness around the edges of interna¬ 
tional regimes, however, than a vacuum at the center. Poorly coordinated 
coalitions, working effectively on various issues, arc in general preferable 
to universalistlc negotiations permanently deadlocked by a diverse 
membership. 


Use Regimes to Insure against Catastrophe 

Insurance regimes nrc l oss satisfactory than effective regimes that cont rol . 
events and there by elim i nateadvefsit y rather than simply share (ts.lpurckm&Jt 
is better, oilier things being equal, to prevent Hoods by building dams than 
merely to insure against them. Likewise, IEA members would prefer to 
prevent oil embargoes than merely to share diminished supplies in response to 
them. Yet in some situations, having adequate insurance may deter hostile 
action by reducing the potential gains from “divide and conquer" strategies. 
And in any event, regimes that are able to control events often cannot be 
constructed. When this is the case, insurance strategies may be better than 
relying on unilateral action or merely hoping for the best. In thinking about 
nternational cooperation, governments are often well advised to "elevate 
hem sights a little lower,” accomplishing what they can rather than be- 
noaning their inability to do more. 

The Best Enforcement Is Self-Enforcement 


Centrali zed enforc ement of rules in international regimes throughJiierarclib. 
eat arr angements is normal l y out of the q uestion: There is no pq!ice_fQcc.o.Hnil— 
only a tiny international bureaucracy. If states arc to comp|y wjth_r< 5 gime- 
~rule5: the y must do so on Hie ba sis onfliig-term sclf-intorcst^. 

Arranging enforcement is not so difficult as It-may seem. The major ad¬ 
vanced industrialized countries deal with each other on a large number of 


issues over an indefinite period of time. Each government could “gel away 
with" a particular violation. But viable regimes rely, in one form or another, 
on the principle of long-term reciprocity. No one trusts habitual cheaters. 
Over time, governments develop reputations for compliance, not just to the 
letter of the law but to the spirit as well. These reputations constitute one of 
their most important assets. As the economist Charles Kindleberger once 
remarked, "In economics bygones are bygones, but in politics they arc 


working capital." 

Reciprocity is harder to institutionalize in multilateral settings than in bi¬ 
lateral settings. It often is difficult to agree on "equivalent” contributions. 
When arguing with its NATO allies about burden sharing, for instance, the 
United States concentrates on financial efforts, while European states stress 


contributions in kind through expropriated land or national service. Morc- 
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over, a Iradcoll provided in one context may lead to demands for eompensa- 
I'on Iron, other countries or on other issues. Nevertheless, the practice of 
H.up 1 ocity does provide incentives for compliance, and in a well-functioning 
icgmio, standards exist to govern reciprocity. The subsidies code devised 
< unng the Inkyo Hound, lor example, not only specifics conditions under 
Mu h eountei vailing duties can be applied in response to subsidies, but also 
sols limits on ihe severity of sucli duties. 

in the design, of, institulions,_enforcoment shou ld re st on provisions for 
" ,lo Ji»u;ing and rccjimieity rather than on nominal Dowers of cnnrl ' 
'^"HKlL^'railzed enrorccmcnt.-TDSpiirbxtensive voting rules, the 
, has never taken a formal vote, but its members share information about 
nil-company and government behavior. The IAEA has helped deter misuse of 
nuclear fuels by threat of discovery through its inspection system rather than 
by assured sanctions in the event of violation. Other contemporary regimes- 
vvhelhci for surveillance of exchange rates by the Group of Five for 
maintaining bank lending to debtor countries, or for export credits-also 
! cpcnd on sc l-eiilorcomenl through the generation and dispersal of informa- 
Imn, lather than on the wielding of supranational powers. 

t 1 allure to notice this point can lead governments to downgrade what inteii 
nalionnl regimes can do—provide a framework for decentralized enforce- 

" T Mhics fo ™ s ; llstoacl fact that regimes canno 

Uiloitc lilies through supranational machinery, the international community 
may miss opportunities to develop new institutions that, by generating infor- 

!n"'world po!!li ( T l,aliOMS ’ nmy “ Il0W pnlCticOS of ^ater reciprocity to evolve 

Look for llic Right Moment 

In the hie cycles of international regimes, erosion takes place gradually as 
governments am transnational actors find loopholes in the rules. Defenders 
ol icgimcs spend their lime putting their lingers in the dike. 

^ Occasmnaily, crises threaten to burst the dike and destroy the established 
kIci the inadequacy ol existing regimes becomes evident; old conceptions 
a,v H Tl “ ,e Sl,all0, ; wl . al,tl penciled interests and coalitions shaken or torn 
mind ^ pios l ,uct ot a W0|1(I financial crisis can concentrate a banker’s 

In periods of crisis opp„rt u „i lics for the construction of international re- 

foslnb ^' lraclC, ' Sl '!-' al ^ arisu ' "Creative destruction," in the economist 
jo eph Schumpeter s phrase, can result from the collapse of the presuppo- 
lions undci lying old regimes or from a shattered complacency abouHhe 
absence of regimes, l’lius the firsl serious discussions of international mone- 
taiy coordination, which led eventually to Bretton Woods, took place in the 
ominous depression years before World War It. Economic crises Fn the 1970s 
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and 1980s saw not only the collapse or erosion ol old regimes, hut also the 
founding of the 1EA in 197-1, after the oil crisis, and the strengthening of the 
IMF after 1982, in the wake of threats of default by Third World countries. 

The period from 1929 to 1933, however, demonslrales that creative re¬ 
sponses to crises arc not automatic. During crises, pollcymakcra may^iiol look. 
for inn ovative solutions hut.may_lry to nHiddIe...thruugi.i..LrofU.3Mec)<. > ip_w.c.ck.— 
CtUlgliFunprepai'cd, they may have no lime to draw up well-conceived plans 
for institutional change. Yet if policymakers have thought through the fun¬ 
damental issues in advance, they may be able to use the opportunities cre¬ 
ated by crises to devise immediate solutions that support long-term strategy. 

In other words, if American foreign policy is lo take advantage of crises 
rather than merely react to them, there is need to think about the desirable 
evolution of institutions before lightning strikes. No grand design for a broad 
array of new rules and institutions is necessary. Grand designs stir up objec¬ 
tions from many interests, domestic as well as international. Nevertheless, 
thinking ahead can be used to turn particular crises, even those limited lo 
particular problems, into openings for constructive change. It may not be 
possible to create comprehensive regimes with an enormous impact, but 
partial regimes may emerge with constructive effects in particular areas. 

For at least the last 25 years the U.S. government has not been known for 
effective long-range planning. American policymakers can do better than 
they have at this task. But much thinking about future regimes will be done 
outside government; at the same time, the effectiveness of the outsiders 
work will depend on the receptivity of insiders. Likewise, executive-branch 
planning must involve key congressional figures. Such links not only help 
secure legislative support for foreign-policy initiatives, but also help bring 
new ideas into the policymaking process. 

Use Regimes lo Focus U.S. Attention on the Future 

In the eyes of its critics, American foreign policy is notoriously unreliable. 
Does it make sense to talk about strategics Tor international regimes when 
America cannot seem to avoid confusing and confounding its allies by engag¬ 
ing in erratic, often ideological behavior? 
til But these shortcomings in American foreign policy reinforce the need to 
jiuse crises in a sophisticated way to carry out constructive change. During 
these crises the president’s leeway for getting decisive measures through 
Congress becomes wider, often dramatically so. The United States has always 
had difficulty keeping sight of its own long-term interests. The division be¬ 
tween executive and legislature and the splits within branches of government 
make it particularly hard for the United States to pursue far-sighted self- 
interest. Attempting to lay out the principles of international regimes can 
clarify the country’s long-term, internationalist interests. Like the Consli- 
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tulion. international regimes can remind the country of its fundamental pur¬ 
poses, lor they can legitimate a broad conception of the national interest that 
uikos nuo account others values and policies. 

I’his effort al long-range planning also helps the United States retain its 
alliance leadership. Constraints imposed by constructive international re¬ 
gimes make America a more rcliuble partner internationally than if it fol- 
owod unilateralist policies. Credible promises can be made and extracted by 
partners will, solid reputations. In addition, regimes often provide leaders oV 
allied countries with opportunities to influence the domestic debates of alli¬ 
ance slates by holding each to the regime's standards. This strengthens alli¬ 
ances by giving participating governments the opportunity to exercise 
voice ", (|,e economist Albert Ilirsch,nan’s phrase, rather than simply to 
exit. Since America s allies have some influence over its policies, they are 
more willing to commit themselves to alignments with the United States. The 
impressive strength and durability of America’s alliances can be attributed in 
pari lo its commitment to the constructive constraints of international 
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tQciay_-i.Ect o r a bewildering array of 
.ill^iap^l.hi^ has reduced America’s ability to establish i nter. 

.«»i; , ^a!^SSm^_a^tfiis«SSS 1 _No matter how high the defense budget, the 
mrn . SUl CS CUm ’° l lcca P ture t!,e Preponderant position it held in the 
1 ‘ url1 ,er - maintaining military strength is only part of a viable foreign 
policy. As the pre-eminent political and commercial power, America also has 
a sliong national interest in building und maintaining international regimes. 

r 1 7 ccnt , forc 'gn-policy debates have given little attention to this dimension 
ol national interest. 

Major inlorimlional regimes continue to reflect U.S. interests, by and large 
llm Unu °l ,n i ,ll .' Cnc ? ^Wishing and perpetuating them. But unless 
on l , J an V* 1,0 Gad maintaining them, it is unlikely that other 
countries will have the interest or ability to do their share. As Great Britain 
oiiiid in the 1930s when the leading trading country closes its market, the 


protectionist scramble is on. When Washington extended U.S. jurisdiction 

n V one' C better aS ^ in l945 ’ 11 should have peeled others to go 

it one bcttei—as several coastal states in Latin America did. If the United 


ci , i -r — Ui America aid. lr the United 

S ales relaxes its standards for nuclear exports, other suppliers will relax 
theus, piobably even more. American restraint is no longer sufficient to build 
or maintam rules, but it almost certainly remains necessary. 

~ : ---—- s -t——tiSjjlp o'aintenanee does not mean the Untied c„i„. 







280 | wo ciiekhs for multii.atkhalism 

(iwny at existing rules nnrl nrran^ emxmb^-Iudoetl. there is imich to be said for 
reciprocity as an eliectivo way to maintain cooperation in world politics. And 
sometimes reciprocity will entail retaliation, as it does increasingly In interna¬ 
tional trade. But the ultimate objective of retaliation should be to reinforce 
compliance by others with general rules, rather than to seek exemptions for 
oneself—exemptions that will be only temporary and that will contribute to 
the decline of international order, which all should bo striving to avoid. Thus 
the United States should design its strategics to provide realistic incentives to 
others, behaving in their self-interests, to support international regimes that 
the United States finds valuable. 

In addition to maintaining existing regimes, Washington should be looking 
for chances to construct new regimes or to expand old ones when opportuni¬ 
ties arise. Following arc three areas where substantial progress may be possi¬ 
ble in the future. 

United Nations Peacekeeping 

Peacekeeping is an old subject, to which few scholars or policymakers have 
paid much attention recently. Yet in the aftermath or the failure of American 
efforts In Lebanon, the imperfect practice of interposing forces under the 
banner of the U.N. or regional organizations looks ripe for reinspection. Not 
only have Americans been chastened by the Lebanese experience, but also 
there is evidence that the Soviet Union has begun to rethink its opposition to 
peacekeeping and to realize that both superpowers might be belter off if de¬ 
vices could be found to limit intervention in local or regional conflicts. Any 
efforts at effective peacekeeping, however, would have to be limited and cau¬ 
tious. They must be based on the original U.N. Charter’s conception of 
peacekeeping as a Security Council responsibility to be carried out with the 
consent of all great powers, rather than on the view, sponsored by the United 
States in the 1950s and early 1960s, that effective peacekeeping could be un¬ 
dertaken under authority granted by the General Assembly and could be di¬ 
rected even toward a great power or its ally. Limited peacekeeping is 
worth reconsidering, not the overly ambitious efforts reflected in Korea and 
the Congo. 

International Debt 

The regime for international debt has shown itself to be remarkably flexible 
during the last 3 years: Massive default has been avoided, and several of the 
major debtors, such as Mexico and Brazil, have taken impressive and painful 
adjustment measures. Yet crisis management, however clever, cannot create 
new and lasting arrangements that will avoid both eventual collapse and a 
repetition of the historical debt cycle, which moves from moderate lending to 
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excessive lending, crisis, and collapse (or near-collapse). 5 There is a good deni 
lo be sale for acting now, before memories of the crisis fade, to construct a 
sustainable sol of arrangements that will ensure both a steady How of re¬ 
sources to developing countries from private and public sources and regular 
payment of debts that have been incurred. 

Exchange Rates 

Disillusionment with the current arrangements for floating exchange rates is 
widespread. Hopes that equilibrium rates would emerge automatically 
yielding balanced current accounts, have been dashed by massive capital 
flows that have led to overvaluation of the dollar. The response has been not 
only discontent in Europe, led by France, but also increasing pressure for 
protectionism in the United States, which a recession would only accentuate. 
Little can be said now lor calling a grand public conference such as Bretton 
Woods which, it should be recalled, was preceded by many months of 
intense negotiations. Yet it might bo feasible to devise a "deal” linking 
greater exchange-rate stability, a lower value of the dollar, and the institution 
ol the new round of trade talks desired by the United Stales. It would he 
wiser to explore this possibility than to engage in discriminatory action 
against France—and therefore against the European Community in 
general—in retaliation for its refusal at the Bonn summit in 1985 to set a date 
for new trade negotiations. The moment for concerted action on the 
exchange-rate regime may be arriving; thought should be devoted now to 
what the character of such a regime should be and to how concessions by the 
United States could be used strategically to attain U.S. objectives in other 
areas, such ns trade. 

Dreams of a slow, even unsteady march toward the world order envisaged 
by the founders of the U.N. are obsolete. But the United States cannot simply 
exchange these dreams for Ihc alluring promise of a world without the frus¬ 
trations of multilateral cooperation. Economic and security interdependence 
is a reality that cannot he wished away. The United States is not strong 
enough to be able safely lo assume that other countries will acquiesce in its 
unilateral attempts lo reshape the world. Clobal unilateralism in the 1980s 
could therefore be as expensive an illusion as isolationism was half a century 
ago. 

J^E^J|lr^>nJ-jjmjt\TQra]j^it.ji \isses is the continuing American interest in 
-internatio nal regiinesjqi addition to worrying about military power and So- ' 
viet intentions, the United States needs lo be concerned about other dimen¬ 
sions of power and relations with the whole international system. To deal 
effectively with issues involving international regimes—such as how to deal 
with UNESCO, what to do about nuclear proliferation, and whether to rescue 
or abandon the nondiscriminatory provisions of GAIT—the United States 
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needs a coherent strategy based on a realistic understanding of the conditions 
lor effective multilateral cooperation. Such a strategy should emphasize 
reciprocity—which means being tough on rule violators as well as being 
willing to cooperate with those who wish to cooperate. The United Slates 
must support international institutions that facilitate decentralized enforce¬ 
ment of rules, without naively believing that enforcement will be automatic 
or eas y. The Un ited S tates should rolled , in advance ol crises, on how inter- 
national Ins titutions can help ach ieve cooperation, and it must be rea dy, in 
cris es, to put forward proposals that have been de vised i n quieter times. 

Such a combination of institutional strategy and tactical flexibility could be 
simultaneously visionary and realistic. H would be opportunistic in the best 
sense: ready to seize opportunities provided by crises to make regimes more 
consistent with America’s interests and values. It is a viable alternative to 
recurring fantasies of global unilateralism. 
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